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DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


TUESDAY, MAY 8, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Hon. Brent Spence (chairman) 
presiding. 

Present: Messrs. Spence, Brown, Rains, Deane, O’Brien, McKin- 
non, Addonizio, Dollinger, Bolling, Fugate, Wolcott, Gamble, Talle, 
Kilburn, Cole, Hull, Nicholson, McDonough, Widnall, Buffett, and 
Betts. 

The CuatrMan. The committee will be in order. 

We have met to consider H. R. 3871, the Defense Production Act 
Amendments of 1951. 

We have Mr. Charles E. Wilson, Director of Defense Mobilization 
with us today. 

You may proceed, Mr. Wilson. 

Mr. Witson. Thank you. 


STATEMENT OF CHARLES E. WILSON, DIRECTOR OF DEFENSE 
MOBILIZATION 


Mr. Witson. Mr. Chairman and members of the committee, we 
are all aware of the increasing menace to the United States and to 
every free nation in the world—the menace of the men in the Kremlin 
who are scheming to bring the entire population of the globe under 
their domination. 

The attack last June in Korea eliminated the last doubt that the 
Soviet rulers would risk war to achieve their ends. The United 
Nations, and this nation, responded with vigorous action. 

In the United States we responded in two ways. We supplied the 
leadership for the United Nations’ forces in the Korean fighting. At 
home, we launched a great program of building our economic and 
military strength—a program that was planned to extend over a 
period of several years and to proceed at a rapid pace. 

The Congress passed a number of basic laws to make this program 
possible. It passed huge appropriation acts. It adopted new tax 
measures. And it enacted a law which provides the basic powers 
underlying the mobilization effort—the Defense Production Act of 
1950. 

I am appearing today to urge the extension of the Defense Produc- 
tion Act for 2 years, until June 30, 1953. 

Nothing has occurred since last autumn which throws any doubt 
upon the foresight of the Congress when it authorized the defense 
production program. A genuine settlement between the free world 
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2 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 
and the Soviet Union does not appear to be appreciably nearer. The 
entrance of the Chinese into the Korean fighting is additional evidence 
that the Soviet leaders have not changed their ultimate aims. The 
situation in Southeast Asia, in Iran, and in Eastern Europe is far from 
stabilized. 

I have just returned from talking with General Eisenhower and 
other Americans who are working with our European allies in building 
the defenses of those gravely exposed and vulnerable countries. I can 
report to you General Eisenhower’s complete conviction that we must 
proceed at full speed with this great cooperative endeavor. 

I can tell you that he feels that each week as we increase our strength 
we diminish by that much the chance that Russia will attack us. He 
is swinging magnificently into the formation of an army for freedom 
and he 1 urges upon us the production for freedom. He feels, as I do, 
that it would be criminal to mass an army of men without an army 
of weapons. I can assure you that the European countries, which 
suffer from many handicaps which we do not face, are doing and will 
do their share in this endeavor. 

We cannot even think of turning back from the long-term defense 
mobilization program that we have undertaken. 

As we continue this effort, we will need the powers of the Defense 
Production Act even more in the future than we have needed them 
thus far. The defense program has not yet had anywhere near its 
maximum impact on the.economy. The greatest scarcities of ma- 
terials, and hence the greatest need for controlling the flow and use 
of these materials, are yet to come. Similarly, the greatest pressures 
on prices and wages—the most serious threat of inflation—will be 
felt some months from now. 

The authority for priorities and allocations, and for price and wage 
controls, is in fhe Defense Production Act. 

With an extension of that act until June 30, 1953, and with the 

continuing cooperation of all of our people, I believe that within 2 
years we will be able to achieve economic strength sufficient to main- 
tain military production at high levels and at the same time resume 
the normal expansion of our supplies of civilian goods. We can then 
take another look at the powers granted by the Defense Production 
Act and see which may still be needed and which can be dispensed 
with. Meanwhile, we need not only an extension of that act but also 
certain amendments which I shall discuss later. 

In expanding production under the Defense Production Act our 
first step was to formulate a program. This program calls for the 
immediate production of the weapons of war and supporting equip- 
ment required for our forces in Korea, for our expanded forces at home 
and in Europe, and for military aid to our allies. It is also directed 
toward providing some reserves of supplies and equipment and toward 
building the productive power that will make possible an immediate 
and rapid expansion of military output in the event of war. In addi- 
tion, we are increasing our basic industrial capacity to support high 
levels of both military and civilian production later in the defense 
period, or if necessary, to support a full-scale war. 

An essential part of the production program is a maximum output 
of agricultural products, both for consumption and for industrial and 
military use. Our defense mobilization programs take into account 
the great importance of production on the farm as well as in the factory. 
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Our next major step was to guide the defense effort through the 
contract stage into production. This phase of the program is well 
under way and the military is now placing contracts at a rapid rate. 
Since January of this year orders have been placed at the rate of a 
billion dollars or more a week. We have obligated for military pro- 
curement more than $27 billion and by July 1, 1952, we shall have 
obligated an additional $57 billion. This, of course, does not mean 
that the tanks, guns, and airplanes are rolling off the production lines 
at that rate. There is an unavoidable lead-time between the placing 
of a contract and the actual receipt of the goods. As our production 
speeds up we shall have a very rapid increase in military end items. 

The third and most important step, then, is to speed up defense 
production. This requires the development of new skills, the erection 
of new plants, and the production of new machinery. It also requires 
a temporary reduction of nondefense output. It is, therefore, neces- 
sary to curtail the nondefense use of scarce materials and allocate 
them to defense uses. This is being done by the National Production 
Authority and other agencies under title I of the Defense Production 
Act. 

We and our allies are faced with world shortages of many of the 
materials of modern warfare. To the extent possible, we are striving 
to increase the production of basic materials but for some commodities 
we are almost wholly dependent on foreign ores, supplies of which 
cannot be increased rapidly. Low-grade domestic ores are being 
developed as a supplement to foreign ores and to the limited domestic 
supplies of high-grade ores. 

This problem is recognized in title IIT of the Defense Production 
Act which makes provision for guaranteed purchase contracts. 
Contracts are now being made, and are a particularly important aid 
to the development of high-cost mines which can operate only with 
such assurances. We have also established revolving funds for the 
import and resale of natural rubber and tin. Pool orders have been 
placed for machine tools so that they will be available for the produc- 
tion of defense materials. 

Other aids to increased defense production contained in title IIT 
include guaranties of loans made to defense contractors by private and 
public financing institutions. These loans have been made primarily 
for working capital in order to aid performance under specific defense 
contracts. Direct loans may also be made under title III for the 
expansion of capacity, the development of technological processes and 
the exploration, mining, and purchase of strategic metals and minerals. 

The Office of Defense Mobilization has established general policies 
designed to coordinate these aids to production. Under these policies 
the Defense Production Administration is taking the necessary steps 
to program expansion on a uniform basis in each field. 

In the process of mobilization we are seeking to hold dislocations to 
a minimum and thereby avoid throwing hundreds of thousands of men 
out of work. So far, temporary unemployment during the conversion 
period has been slight. Unfortunately, this effort cannot be 100 
percent successful and there are and will be dislocations in some areas. 

We are seeking to obtain the maximum utilization of small business 
in defense production. Toward this end the Defense Production 
Administration has announced a program designed to enable small 
business to make the greatest possible contribution. This program 
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is designed to encourage private contractors to subcontract to small 
firms to the fullest extent possible. To inform small business of 
Government needs, we are making available to over 5,000 cooperating 
offices throughout the country, such as chambers of commerce, trade 
organizations, and the like, a regular list of defense contracts. In 
order to marshall community resources to aid small business in the 
mobilization effort, at our suggestion 22 States have already organized 
commissions or have delegated small business duties to existing or- 
ganizations. 

Although the production program has progressed well under the 
Defense Production Act, I cannot be quite as optimistic concerning 
inflation. The price inflation we have suffered since Korea arose 
largely from psychological factors. But the inflationary pressures 
coming up are not purely psychological. They are very real—arising 
from the full impact of the production program. 

When more and more money is bidding for the same or a lesser 
amount of goods and services, pressure on prices is generated. If 
prices were permitted to rise, wages would follow—then prices again 
and then wages. The only real answer to this problem is to balance 
supply and demand. Since we cannot achieve the balance by in- 
creasing civilian production immediately, we must reduce the excess 
purchasing power. 

The President has emphasized the central importance of a fair and 
adequate tax program to meet this problem. I wholeheartedly en- 
dorse this recommendation. 

In attacking excess purchasing power, we must also encourage 
savings and reduce credit. In the latter field, much of what we are 
doing rests upon title VI of the Defense Production Act. The down 
payment required for certain consumer durables has been increased, 
and the time within which the balance had to be paid has been short- 
ened. Easy credit for new homes has also been restricted, and credit 
terms on commercial construction were tightened. 

We have also imposed direct price and wage controls under title IV 
in order to keep the lid on inflation. The General Ceiling Price 
Regulation was issued on January 26. The action taken was to meet 
an emergency—so that prices would not run away with us. Imme- 
diately after the freeze we started to adjust inequities and directed 
some roll-backs. Among the orders designed to accomplish this, the 
General Manufacturers’ Order, just published by the Office of Price 
Stabilization, establishing new ceiling prices for some 75,000 industrial 
firms, should have a positive and favorable effect. This order requires 
manufacturers to roll back those prices which were increased exces- 
sively after Korea. 

A basic price policy has been formulated by the Economic Stabili- 
zation Agency forbidding price increases if profits in an industry are 
above the level set in the excess-profits tax law, namely, 85 percent of 
profits of the best 3 years in the 4-year period of 1946-49. If an 
industry’s profits are higher than this 85 percent, cost increases will 
have to be absorbed. 

The price spiral has been slowed. In contrast to the rapid price 
increases that occurred between Korea and the date of the general 
freeze, prices have been fairly steady since that time. 

In stabilizing wages, just as in stabilizing prices, all the inequities 
existing at the time the action was taken were frozen by the wage 
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order. The Wage Stabilization Board proceeded to make some 
modifications relating to compliance with minimum-wage laws, pro- 
motions, transfers and the like. Thereafter, the problem of adjust- 
ments for those who had not participated in wage increases during 
1950 was considered. Differences of opinion over this issue resulted 
in discontinuance of the operation of the Board. On the recommen- 
dation of the National Advisory Board on Mobilization Policy a new 
18-man wage board has been established by the President. It is 
hoped that through the cooperative efforts of labor and management 
this Board will effectively meet the problems of wage stabilization. 

It is clear that the Defense Production Act has provided an efficient 
and indispensable mechanism for carrying out the basic objectives of 
the mobilization program. The flexibility provided generally through- 
out the act has enabled us, as the Congress anticipated, to adapt 
necessary orders and regulations to the complex and intricate econ- 
omy of the country with a minimum of dislocation and inconvenience. 

We have accomplished much in the 8 months since the enactment 
of the Defense Production Act, and there is much still to be accom- 
plished before we can relax. It has not been easy for any one, and it 
will not be any easier in the future. We have all worked harder, and 
for longer hours. We have all paid higher taxes. Wages have ‘been 
stabilized. Prices have been controlled. Many manufacturers have 
had to change from their chosen lines of business to defense production. 

These things have not been pleasant. No one has enjoyed doing 
them. But until our security has been assured, we cannot relax, 
we cannot slacken our efforts. On the contrary, we must continue 
and even intensify them. Failure to do so would endanger the very 
life of the Nation. 

The President has therefore requested the Congress to extend the 
Defense Production Act to June 30, 1953, and to make a number of 
improvements in the act. <A bill containing the proposed extension 
and amendments has been introduced and has been referred to this 
committee. 

There are certain areas in which amendments of major significance 
are required. I strongly urge the adoption of these amendments 
which will be of considerable ‘aid i in attaining the long-range goals of 
our mobilization program and in reaching the stage w here increased 
production will make unnecessary the controls imposed by the pro- 
gram. There are also a number of minor provisions which appear 
desirable either to clarify or to aid in more effective operations under 
the act. All the amendments are in the bill now before your com- 
mittee. 

Among the more important amendments relating principally to 
production are those concerning: 

1. The broadening in certain limited areas of the procurement 
authority contained in title IIT; 

2. Additional limited domestic subsidies to meet production 
objectives within the framework of the stabilization program; 

3. Authority for the construction of defense plants by the 
Government, and for the installation of Government-owned 
facilities and processes in privately owned plants; and 

4. Substitution of a provision for additional borrowing au- 
thority through the customary annual appropriations proc edure 
in lieu of the present limitation in appropriation authority. 
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The important changes concerning stabilization are: 
Those relating to administrative difficulties in the imposition 
of price ceilings on agricultural commodities; 
A clarification of the present exemption for common carriers 
and public utilities; 
3. Additional powers for the enforcement of price orders; 
Authority to stabilize residential and commercial rents; 
5. Extension of credit controls to existing housing; and 
Control of commodity speculation. 

In order to increase production necessary for our defense effort the 
Government is authorized under title III of the Defense Production 
Act to enter into certain procurement contracts, and to install equip- 
ment in Government-owned or privately owned plants. Under section 
303, however, raw materials may be purchased by the Government for 
its own use or for resale. There are instances, however, where it may 
be necessary to purchase materials in a more advanced stage of produc- 
tion, such as sheet metal or extrusions. It is not entirely clear that 
the term “raw materials,’”’ used in section 303, is broad enough to 
cover these items. ‘To meet this problem, we believe the procure- 
ment authority of 303 (a) should not be limited to raw materials. 

An additional change in the procurement authority, contained in 
section 303, is required in order to remove the present prohibition on 
the importation of agricultural commodities for purposes other than 
stockpiling or industrial uses. It may be necessary for the Govern- 
ment to purchase agricultural commodities for purposes other than 
stockpiling or industrial use. In addition, the resale of imported 
agricultural commodities at a loss should be permitted when the price 
in the world market for the commodity has reached the point where 
resale at the world market price would add to the inflationary pres- 
sures in the domestic economy. ‘This broadened authority should 
be available to us on a standby basis should our mobilization program 
require such action. 

The second major amendment concerns our request for authority 
to pay limited domestic subsidies to meet production and stabilization 
objectives. These subsidies relate to three important areas: (1) 
Production from high-cost sources, (2) high-cost processing of agri- 
cultural commodities, and (3) temporary increases in the cost of 
production, distribution, or transportation. 

During this period in which the success of our mobilization program 
depends upon increased production and the maintenance of a sound 
economy, we must assure the continued flow of necessary materials 
at prices which will not add to inflationary pressures. The authority 
to pay subsidies for continued production from high-cost sources will 
be a substantial aid to the fulfillment of our mobilization goals. 

The amendment also provides that the President may authorize 
subsidies to high-cost processors of agricultural commodities if he 
finds— 
that under ceilings on products resulting from the processing of agricultural 
commodities, including livestock, which allow a generally fair and equitable 
margin for such processing, certain high-cost processors will be unable to maintain 
production, and that continued supplies from such processors are necessary to 
carry out the objectives of the act. 

Processors whose costs of operation are greater than the average 
of their industry may find themselves in a “squeeze” between the 
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prices they must pay farmers and ceilings imposed on their end 
products. Nevertheless, their high-cost production may be needed 
during these times to meet military and essential civlian requirements. 
This subsidy authority would provide the means for maintaining 
production objectives consistent with our efforts to stabilize the cost 
of agricultural products, particularly meat. It would be applied on 
a limited basis and only if the continued production of these high-cost 
processors is found to be necessary in the general mobilization 
program. . 

The third type of subsidy authority would enable the President 

to make subsidy payments if he finds— 
that an increase in cost of production, distribution or transportation is temporary 
in character and threatens to impair maximum production or supply in any area 
at stable prices of any materials. 
This authority is required to protect our economy from the temporary 
increases in costs resulting from the needs of the mobilization program. 
Authority similar to this was used effectively during World War IT 
in maintaining steel production at high levels within the framework 
of the stabilization program by compensating for extra transportation 
costs required to ship essential iron ore by rail during the winter 
months. 

The ability to prevent inflationary pressures by these means while 
maintaining necessary production would offer significant assistance 
in achieving our dual production and stabilization objectives. I want 
to make it absolutely clear that these proposals for subsidy aid to 
producers can be used only in those cases where necessary defense 
production would otherwise be lost or interferred with. 

The next amendment would authorize Government construction of 
defense plants and the installation of Government-owned facilities 
and processes in privately owned plants. 

As I have already indicated, we are relying upon private invest- 
ment to provide the industrial expansion required to meet our mobili- 
zation objectives. Under existing law we are able to encourage this 
expansion through guaranteed loans, direct loans, Government 
purchase commitments, tax amortization certificates, and installation 
of Government-owned equipment in plants, factories, and other 
industrial facilities owned by private persons. However, there are 
certain kinds of military production in which individuals do not wish 
to invest. In some instances, it is exceedingly difficult to procure the 
necessary facilities without making commitments which involve 
high cost to the Government and practically no risk to the investor. 
Moreover, private capital, even with the maximum incentives, is 
frequently unwilling or unable to locate new plants in strategic loca- 
tions which necessarily involve such economic disadvantages as to 
make the plants useless to them under normal competitive conditions. 
For these reasons, the Government should be authorized to construct 
and operate defense plants as was the case during World War II. 
This authority would be utilized only in those comparatively few 
instances where private industry would not or could not undertake 
expansions at reasonable terms in the national interest. 

We have experienced difficulty with the present authority to install 
Government-owned equipment in private plants, particularly in the 
case of reflnery equipment and similar industrial processes. I, 








8 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


therefore, recommend that the authority be broadened to include the 
installation of facilities and processes. This authority would provide 
additional assurance that the requirements of the mobilization pro- 
gram can be met effectively. 

As a further aid to production, it is recommended that authority 
be granted for the establishment of Government corporations with the 
powers generally attributed to corporations engaged in business-type 
operations. This authorization is important since the established 
businesses with whom such Government programs should deal are 
familiar with the powers and types of commitments which corpora- 
tions of this type make. If the Government is to carry out its mis- 
sions effectively in essentially commercial fields, I believe it should be 
able to do so with the maximum degree of efficiency. 

I also recommend the removal of the specific limitation in the act 
on appropriations and the provision relating to direct appropriations. 
Instead there should be substituted a provision making funds avail- 
able through annual appropriations for the revolving fund already 
established under the act. The act presently authorizes $600 million 
in borrowing authority and $1.4 billion in direct appropriations for the 
expansion of productive capacity and supply under title III. There 
is currently pending before the Congress a request for an additional 
$1 billion in borrowing authority to meet these needs. As it is very 
difficult to estimate the exact sum which will be required to implement 
our production objectives, during the next 2 years, it is reeommended 
that the present ceiling on appropriations be removed and that the 
amounts available be established by annual appropriations actions. 
The revolving fund is the most efficient method of accounting for the 
many operations involving purchases, resales, and contingent reserves 
in carrying out the provisions of title III and is preferable to direct 
appropriations. 

These are the major changes necessary to equip the Government 
with the proper tools effectively to meet our immediate and long-range 
production goals. 

We must stabilize our economy if we are to build a strong defense. 
Failure to take vigorous action on this front would seriously hamper 
the procurement of guns, tanks, and other essential military equip; 
ment. It would cripple our economy, which is the backbone not only 
of our industrial but particularly of our military might. 

The first amendment in this area relates to the imposition of price 
ceilings on agricultural commodities. The Defense Production Act 
provides that ceilings may not be imposed on an agricultural com- 
modity below the parity price for that commodity or the highest price 
prevailing between May 30 and June 30, 1950, whichever is higher. 
The use of the parity concept in this provision is sound and should be 
retained under present circumstances. 

However, this requirement presents serious administrative difficul- 
ties. Parity is computed on a monthly basis and may fluctuate con- 
siderably each month. Thus, a ceiling cannot be imposed with any 
degree of permanency upon an agricultural commodity, the price of 
which is at or just above parity. In these situations a ceiling which 
had been imposed one month would have to be removed the following 
month if parity should rise. 

In order to facilitate administration of the present requirement in 
the law, it is proposed that, for stabilization purposes, the parity price 
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of an agricultural commodity shall be the parity price which existed 
at the beginning of the marketing season or year for that commodity. 
This revision would enable the Office of Price Stabilization to establish 
for an agricultural commodity which had reached parity a ceiling 
which would be stable the remainder of the marketing season. This 
additional degree of stability would enable processors and distributors 
of agricultural commodities to plan ahead with a great degree of 
assurance. The parity price for the commodity would be recomputed 
at the beginning of the next marketing season and would reflect any 
changes in parity which might have occurred in the interim. 

This proposal retains the congressional intent that parity be used as 
a measure of the fair share of the national income which the farmer 
should receive. It adopts a procedure which is similar to that followed 
in the Government price-support program for agricultural commodities 
under which the support price is announced at the beginning of the 
marketing season or year and is fixed at that level for the entire 
period. 

Under this revision prices below parity are still free to move up to 
parity before ceilings may be imposed. There are a considerable 
number of commodities in that category but it is my hope that, 
through expended agricultural production and effective stabilization 
of the farmers’ operating costs, further inflationary pressures will not 
force the prices of agricultural commodities upward. 

The act also prescribes the procedure by which the Secretary of 
Agriculture establishes fair prices on fluid milk in areas not under 
agricultural marketing agreements. The present procedure requires 
the computation of a parity price for each such area and the mainte- 
nance of a prescribed ratio. Carrying out this requirement has proved 
most difficult and could result in the maintenance of ceiling prices 
considerably above those prevailing in areas under marketing agree- 
ments. I, therefore, recommend the proposed amendment which 
would result in the application of uniform standards determining 
prices of fluid milk in all areas. 

One other change is proposed in the section of the bill dealing with 
price ceilings on agricultural commodities. Under the subsidy au- 
thority I have recommended, some subsidy payments may be made 
to high-cost producers of agricultural commodities to assure con- 
tinuance of necessary production or to producers who have experienced 
temporary dislocation. It is, therefore, proposed that these payments 
be considered together with the market price received by farmers to 
ascertain whether they have received the parity price for a commodity. 
If the market price and the Government subsidy are equivalent to 
the parity price, it would seem fair that the return to the farmer be 
limited to the parity price. 

I also believe that the present exemption for public utilities and 
common carriers should be modified. ‘The act now provides that the 
price-control authority shall not be exercised with respect to the rates 
charged by common carriers and public utilities. This exemption 
was based upon the assumption that these rates were subject to the 
supervision of Federal, State, or local regulatory bodies and that 
adequate protection would thus be accorded the interests of consumers 
of such property or services. However, there are a number of in- 
stances in which the rates of public utilities and common carriers are 
not subject to public supervision. It, therefore, appears desirable 
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to revise the act to make it clear that the exemption applies only to 
those carriers or utilities whose proposed increase in any rate or charge 
is subject to the control of a public regulatory authority. In addition, 
the present requirement of notification and consent to Government 
intervention in the case of proposed increases should be amended so 
that notice and consent to intervention are required in all cases whether 
or not the property or services in question are to be offered for resale 
or directly to the public. 

Additional amendments are also required to strengthen the enforce- 
ment of the price-stabilization program. It is recommended that the 
Government be authorized to prescribe the extent to which payments 
in violation of price-control regulations may be disregarded in deter- 
mining business costs for tax and other purposes. This revision would 
provide authority similar to that already in the act with respect to 
payments made in violation of wage-stabilization regulations. 

In order to clarify issues which have arisen out of past price-control 
litigation, the act should provide clearly that amounts paid in com- 
promise or satisfaction of price violations may not be included as 
business costs for tax and other purposes. Furthermore, the present 
ceiling on damages for price violations of $10,000 plus the amount of 
overcharge in the case of price violations should be deleted. This 
limitation favors the large-scale violator who may risk price viola- 
tions, secure in the knowledge that, if apprehended, his civil financial 
loss cannot exceed the amount of the overcharge plus $10,000. 

Finally, there is need under title IV for an effective administrative 
enforcement procedure which can be invoked quickly. Licensing 
authority similar to that accorded price-control agencies in World 
War II should be made available as a means of dealing with the 
consistent price violator. Adequate judicial review of the exercise of 
this authority should be provided so that effective price-control en- 
forcement will not unduly encroach upon individual rights. 

An amendment which I believe to be particularly important provides 
authority to stabilize residential and commercial rents. 

To achieve a stabilized economy, residential rents must be main- 
tained at a fair and steady level. Under the act we are imposing 
limitations on the wages that the worker can earn. We must, there- 
fore, place ceilings on the rent he pays which represents such a large 
part of his cost of living. At the same time rents must bring fair re- 
turns to landlords. The existing rent-control law which expires June 
30 does not provide the broad authority which is necessary under 
present ¢ ‘onditions. 

The problem of rent control has become particularly acute with 
respect to housing in areas close to military installations and defense 
plants. In some instances in those areas rents have doubled since 
Korea. While there is no need for the Federal Government to take 
action where existing controls under State or local action are adequate, 
we must have the authority to provide equitable rent ceilings in areas 
where such control is not available or where State or local action 
proves inadequate. 

It is of the utmost importance, therefore, that autherity be provided 
to continue controls in areas where rents are still subject to provisions 
of the Housing and Rent Act of 1947, and to provide fair adjustments 
taking into consideration increases in costs of operation and mainte- 
nance. In addition, the Government should be given authority to 
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control other residential rents, giving due consideration to rents which 
prevailed in the May 24 to June 24, 1950, period and making adjust- 
ments to provide fair returns to landlords while protecting the interest 
of tenants. 

The control of commercial rents is a basic requirement in the 
stabilization program. With respect to small business particularly, 
these rents constitute a substantial part of the cost of doing business 
and are reflected in inflationary pressures on prices. In view of this 
fact, it is recommended that Government be authorized to establish 
controls on rentals of business accommodations, giving due considera- 
tion to the rents prevailing at the outbreak of hostilities in Korea. 

Furthermore, it is recommended that veterans and their families 
be accorded the same priorities for housing and rental accommodations 
that are contained in earlier legislation on this subject. Appropriate 
provision should be made for defense workers. 

I also recommend the extension of credit controls to existing hous- 
ing, that is housing begun before August 3, 1950. As I have pointe d 
out, credit control is an important phase of the over-all mobilization 
program. The controls under existing law with respect to consumer 
and real-estate credit have been effective. Experience has indicated, 
however, that, with the imposition of rigid controls on credit for new 
housing, inflationary pressures have begun to force up the prices of 
existing houses. There is danger that many of the salutary results 
of the present real-estate credit-control program will be vitiated if 
the inflationary pressures in the area of existing housing are left un- 
checked. 

Another important amendment which I recommend to the Congress 
is that dealing with control of commodity speculation. I am aware 
of no reason why the way should be left open for possible profiteering 
in this area 

Interest in commodity futures markets has increased substantially. 
For example, during the first 3 months of 1951, trading in the five 
principal grains amounted to 3.2 billion bushels on all markets, com- 
pared w ith 2.4 billion bushesls for the same period in 1950. The small 
trader is attracted to the commodity futures market by low margin 
rates, and the mass movement‘of small traders into the market is 
unpredictable. Authority to curb excessive speculation in such situa- 
tions should be available to the Government on a stand-by basis. 
Accordingly, just as stock-market transactions are governed by mar- 
gin requirements, established by the Federal Reserve Board, the 
Government should be authorized to specify margin requirements 
which are required in maintaining a speculative position on the com- 
modity exchanges. In the proposed amendment provision is made 
for the protection of hedging transactions which have a proper place 
in the normal workings of the commodity exchanges. 

I consider the amendments I have just disc ussed to be essential to 
the proper implementation of our mobilization effort. A number of 
other amendments also appear desirable either by way of clarification 
or as a means of aiding effective operations under ne act. These 
changes involve the antihoarding provisions of title 1; methods of 
acquiring property under title II; paunerity in title Ill to make 
alterations in Government-owned facilities; additional provisions 
for consultation with interested groups regarding actions taken under 
title 1V; clarification of authority in title VI to impose conditions and 
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requirements in relaxing credit controls on Government-aided con- 
struction; and certain changes in title VII relating to court jurisdiction 
and general administrative methods. These provisions, as well as 
the changes I have already discussed, will be dealt with in greater 
detail by the interested agencies, who will make their views known to 
the committee during this hearing. 

Many other witnesses will appear before this committee during the 
hearings on this important measure. I have no doubt that there will 
be criticisms of my recommendations, and that there will be alterna- 
tive proposals, which will receive the serious consideration of this 
committee and the Congress. I am glad that this will be the case. 
This is the democratic way of life for which we are fighting. 

In considering this important measure, I urge that the committee 
keep in mind these fundamental concepts. 

We must be alert to the dangers inherent in the mobilization 
program, the dangers to small business, to our competitive free 
economy, to the enterprise and initiative of our citizens. We must 
make sure that the mobilization effort in which we are engaged 
strengthens our free economy and our way of life. 

Our industrial system is vast and complex. To enable us to devise 
the remedy suitable to each particular problem our authority must 
be broad and flexible. We do not want to use a shotgun where a 
rifle will do. But, if a broadside is needed, it should be available. 
Otherwise our efforts may in fact weaken our economy and interfere 
with our defense effort. 

Our determination to remain free and our magnificent production 
system are the great deterrents to further Communist aggression. 
The factories, mines, farms, and transportation systems, and the men ° 
and women who make them run, enable us to produce the tanks, 
planes, ships, and guns needed by the Armed Forces. These are 
the sources of our might. We must maintain and strengthen them. 

Mr. Wotcorr. Mr. Wilson, I think it is the consensus of the 
committee that we are mighty happy that you are Director of Defense 
Mobilization and it is our desire to cooperate as fully as possible 
with you with the gigantic task that you have. 

There is a school of thought, however, that teaches that there are 
certain orthodox methods of stabilizing our economy which have not 
been used to their fullest capacity. I understand that the President, a 
short time ago, asked you and Mr. Snyder and Mr. Keyserling and Mr. 
Martin, I believe, to make a study of use to which these so-called 
orthodox methods could be put. 

In his message, when he sent this bill down, I remember that he said 
he had another message coming in later on. In my mind I associate 
that report of his with a report which might come from your committee. 

Can you give us any light on that and whether the committee is 
going to report on the possible use of these orthodox methods in lieu 
of these controls contained in this act? 

Mr. Witson. Yes, sir. I expect that we will have the report 
completed and turn it over to the President within about 10 days to 
2 weeks. We have had quite a group of task committees studying 
various phases of the situation and have had a number of meetings 
passing on the recommendations of these task committees and I 
think we are about ready to wind up the committee’s work and make 
our report to the President. 














8S HOSTER PIED: BERRY 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 13 


Mr. Wotcort. I presume it would be rather presumptuous and 
perhaps premature to ask you to discuss it in view of the fact that 
that report is going to be sent down by the President. If we get that 
report before we finish these hearings, it might be sufficient for om 
purposes, but in that report is due consideration given to the desira- 
bility of controlling credit at its source, right across the board in its 
application selectively to consumer credit? 

Mr. Witson. Yes. 

Mr. Bouuinec. As I understood Mr. Wolcott’s question, it at least 
carried the implication that the orthodox methods, so-called, would 
be in lieu of the recommendations of this bill. 

While I recognize the impropriety of suggesting that you discuss 
something that hasn’t been reported, the proposals in this bill would be 
in addition to the orthodox methods; would they not? 

Mr. Witson. Frankly, I don’t believe it is in lieu of. I think we 
need all the controls if we are really going to have effective stabiliza- 
tion. I don’t believe they are in lieu of. I think we need these other 
controls also. 

Mr. Wotcorr. To supplement the orthodox controls? 

Mr. Witson. Yes, sir. 

Mr. Wotcorr. And supplementing only? 

Mr. Witson. I think we need not only the supplementation of the 
direct controls but also the direct controls to supplement the so- 
called orthodox controls. 

Mr. Wotcort. It would be your idea that we shouldn’t apply these 
controls contained in this act. I don’t want to embarrass you if you 
want to wait for the report to come in, but I wonder if, perhaps, I 
might make a statement. 

Should we give consideration to the application of the orthodox 
controls as the Reserve requirements, manipulation of the support 
of Government bonds, raising existing gold reserves behind Federal 
Reserve notes from the present 25 percent to 40 percent. You keep 
that in mind in connection with the adjustment of the taxes—don’t 
you?—before you apply these controls and then apply them only to 
supplement these so-called orthodox controls and only to the extent 
that the full application of the orthodox controls have failed to apply? 

Mr. Wrison. I am glad to comment. I think you need these con- 
trols, these direct controls, as well as the orthodox controls, Mr. Wol- 
cott. I just don’t believe you can stabilize this economy in the 
present state of affairs without the direct controls as well as these 
orthodox ones. 

Mr. Woucorr. With regard to controls, specifically on carpeting, 
we will say, household furniture, which are, I believe considered 
necessities, if you don’t apply them to the purchase of a—TI was going 
to say a diamond ring, but that might be a necessity in some circum- 
stances; so I will say jewelry, which is a luxury—so far as the volume 
of credit and velocity of credit which affects the value of the dollar, 
which, in turn, affects prices, the credit which emanates from the sale 
of a piece of jewelry adds to that velocity and volume the same as the 
credit which is created through the sale of household furnishings or 
other necessities, isn’t that right? 

Mr. Witson. That is right. 

Mr. Wotcorrt. I have never been able quite to understand why 
consumer-credit controls don’t apply straight across the board, why 
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they apply them selectively. I am as concerned, as we have re- 
duced housing credits, in reducing the demand for certain goods 
through the application of credit controls as in reducing and stabilizing 
the volume and ve locity of credit. 

Is that a matter which your committee has before it? 

Mr. Witson. I think it has. I think we are concerned with both of 
those phases, Mr. Wolcott. 

Mr. Wo tcorrt. In the foreseeable future in the aggregate, can you 
give us some information upon the percentage of aggregate production 
which may go into defense production and which might be reserved 
for the produe tion of civilian goods? 

Mr. Witson. I believe that over-all—that is, taking it on a dollar 
basis—that within a year about 20 percent of our total production 
will be for military expenditures, but the difficulty is that we are 
going to have to take scarce metals of various kinds from civilian 
produc tion. That is going to make us cut deeper into certain lines 
of hard goods for civilian use, so that the impact on the civilian econ- 
omy, I am afraid, is going to be greater than just saying that a 20-per- 
cent over-all dollar volume of defense would normally come about. 

For example, we are going to have to take a very, very large amount 
of steel, far beyond 20 percent, for defense and Supporting + activities. 
We would probably be taking in some categories 30 percent, 40 percent, 
or even more, of what are now fairly scarce items. 

Take aluminum. It is a very good illustration because we are 
going to have to take a very substantial percentage of the total 
aluminum production, well beyond the 20 percent over-all for defense; 
so that just to say that it is 20 percent really doesn’t tell the story. 
Over-all, that is what it will be in dollars, but it doesn’t tell the whole 
story, | am afraid. 

Mr. Wotcorr. Of course, it would vary. 

Mr. Witson. It is bound to, by lines. We are not up to 20 percent 
yet. We are approximately 10 percent in dollars now, and I would 
think that by the last quarter we may raise it to as much as 15, and 
then I think by a year from now very close to 20 percent in dollars 
over-all for Government defense expenditures. 

Mr. Woxtcorr. From your radio talks and the articles in the press, 
we gather that you hope, anyway, to increase total production. 

Mr. WILSON. Yes, sir. 

Mr. Woxtcorr. Can you give us some estimate as to how much the 
total production you hope might be increased and in what time? 

Mr. Witson. By 1953, I would be hopeful that the total might be 
up about 15 percent, which would go a considerable distance in 
offsetting the amount we were taking from the top for defense items. 
But we have before us, at least another year when we will be putting 
so much of our material and labor in expansion of productive facilities, 
plus approximately 20 percent in defense end items, that we are 
compounding the requirements and we won’t begin to get the benefit 
of the materials and labor that we are pouring into defense-plant 
expansion until at least a year from now. We won’t get the full 
benefits of that, however, until sometime in 1953; so that until then 
we can’t really look forward to the very substantial increased material 
supply we need in order to expand or to retain our civilian production 
at the same time we increase defense production. By 1953 it is my 
hope, if our plans for the expansion of facilities for such items as 
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aluminum and steel and some others, work out all right, we ought 
to be able to substantially increase our civilian production. I would 
think that it would be back on a level approximating the lush pro- 
duction of 1950. 

Mr. Wo tcorr. Do you care to hazard a guess on what proportion 
of this hoped-for 15-percent increase in production would go for 
civilian goods? 

Mr. Witson. By 1953 this increase should take care of defense 
requirements, Mr. Congressman. Over the next year or so, the 
increase in total production won’t be enough to take care of increased 
defense requirements; so we will have to dip into civilian production. 

Mr. Woucorr. There has been a great deal of consideration to 
small business. During the Second World War the set- -up agency— 
what was it, the Small “War Plants Corporation? 

Mr. W tLson. Cor poration, yes, sir. 

Mr. Wo.cort. Do you care to discuss what is being done to directly 
help small business? In your statement here you say something 
about delegating small-business duties to these existing organizations 
on page 6. I don’t quite understand that. 

Isn’t a more direct approach to small businesses and industries the 

recreation of some agency other than Small War Plants? 
» Mr. Witson. I think we substantially have it, Mr. Congressman, 
and if I could read into the record at this time a statement—it is a 
bit long, but it so fully covers this subject. I had Mr. Harrison 
prepare this statement to show definitely what we were doing in this 
effort to distribute as much of this defense business to the smaller 
business of the country as they can possibly absorb. I would like to 
read it in. 

Mr. Wo tcorvr. I think it would be helpful. 

Mr. GamBue. I do, too. 

The CuatrMan. That is all right. 

Mr. Witson. In this document, which I will leave with the reporter, 
Mr. Harrison has set forth a policy which is the result of many weeks 
of study and discussion by Government officials, including consul- 
tation with officials of both large and small firms throughout the 
country. 

The four points of the policy that have been outlined and adopted 
are as follows: 

First, to bring into the defense effort, on a prime contract, subcon- 
tract, or purchase-part basis, every qualified producer who can be 
used, so that orders can be spread across as wide a base as possible. 

Second, to find and put to use the productive facilities of small firms. 

Third, to give small manufacturers all necessary information con- 
cerning Government needs and the steps they must follow in obtain- 
ing subcontracts as well as prime contracts. 

Fourth, to develop and install procurement procedures, which will 
encourage prime contractors to subcontract to small firms the max- 
mum amount of business possible. 

Mr. Harrison outlined that two Defense Production Administration 
committees have recommended the following seven specific steps: 

First, contracting officers should require contractors to state in bid 
or negotiations whether or not additional facilities, either buildings 
or equipment, will be necessary to accomplish the work. 
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If the contractor requires a certificate of necessity or priorities 
assistance, it ought to be submitted to NPA for clearance prior to 
further negotiation with the contractor, with the understanding that 
no commitments are to be made to the contractor pending such 
NPA approval. 

The intent of this recommendation is to assure that business is 
channeled to existing facilities before expansion of facilities is 
considered. 

Second, each service should review its requirements and designate 
specific items suited for distribution among a number of contractors. 

Such items, whenever possible, should be procured by competitive 
bidding, or, if this method fails, by negotiations. To fully encourage 
competition in negotiations, lists, similar to bidders’ lists are to be 
used in choosing sources of supply. 

Advance notice must be given of intent to negotiate, and adequate 
time is to bé allowed prospective suppliers to prepare proposals. 

The purchase information will be included in the daily procurement 
synopsis, issued by the National Production Authority. Procurement 
is to be broken into two or more lots, and multiple awards made 
wherever appropriate and feasible. 

Third, contracting officers should obtain agreement with suppliers 
that subcontracting will be used whenever possible. 

Fourth, prime contractors should be provided with incentives to 
subcontract to the maximum degree possible. 

The committee pointed out that attempts to hold down profits 
which may be earned on subcontract work to a level below that which 
normally obtains in a commercial practice nullifies the objective of 
spreading the contracts. 

Current cost-analysis practices, it was explained, tend to discourage 
subcontracting by allowing less administrative costs, overhead costs, 
and profits on subcontracted portions of prime contracts, on the 
theory that it is less costly to the prime contractor to administer 
subcontracts than to do the work in his own plant. 

The committee concluded this tends to encourage prime contractors 
to build as much as possible of the completed product within their 
own plants. 

Fifth, the Department of Defense should authorize payment of 
justifiable price differentials to accomplish the objective of keeping 
intact the facilities of small business. This should include such steps 
as utilization of marginal producers and the payment of transportation 
penalties when necessary. 

Sixth, the Department of Defense should review its ‘‘M-day 
production-allocation program” with a view of broadening, wherever 
possible, the number of eligible contractors. 

This is a list of producers known and inspected by the Defense 
Department as capable of supplying military items. It is used as an 
aid by the contracting offices in locating sources of supply. 

Seventh, Defense Production Administration, National Production 
Authority, the Department of Defense, and all production and pro- 
curement agencies should continue the existing programs of technical 
aids, production services, and contracting and subcontracting assist- 
ance to small business. 

(a) These agencies should undertake a coordinated program of 
information concerning the basic objectives of small-business partici- 
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pation in defense production and the means by which it can be 
accomplished. 

This should include these steps; (a) widely publicize the methods 
of Federal procurement, so the small concerns will know where to go 
for assistance in obtaining contracts. 

(6) Encourage all businesses similarly to publicize their need for 
subcontractors and the methods of their subcontracting activities. 

(c) Institute a program of educational forums and exhibits to 
expedite the location of additional suppliers. In order to measure 
the effectiveness of the policy, Mr. Harrison said: 

Periodic reports are to be submitted to DPA by all the agencies concerned. 
Summaries will be made public from time to time, reporting the progress of small 
business participation in Federal procurement. 

The Small Business Executive Committee consists of John C. 
Pritchard, Deputy Administrator for Small Business, Defense Produc- 
tion Administration, as Chairman; the General Manager of the Atomic 
Energy Commission, the representatives from the Department of De- 
fense, the Munitions Board, the General Services Administration, and 
the Defense Transport Administration. 

Thus, you will see that all the agencies that are interested in pro- 
curement and in the administration of the production program over- 
all are certainly giving their best attention to this problem of seeing 
that small business gets its proper share of defense production. 

Mr. Wotcorr. Mr. Wilson, the squeeze is apparently on in respect 
to many of these small industries and businesses. 

What should they do immediately to make their facilities known? 

Whom should they contact? I think you mentioned Mr. Pritchard? 

Mr. Witson. I was just going to get his full name—John C. Pritch- 
ard, Deputy Administrator for Small Business, Defense Production 
Authority—as well as contact the services of the Defense Department 
where they are placing the orders. 

By the way, they have organized commissions in 22 States already 
to which small-business problems have been delegated, and they are 
assisting, to the best of my knowledge, the small businesses in those 
communities to increase their take from the Defense Department. 

Mr. Wotcort. Mr. Wilson, one more short question: You referred 
to the creation of public agencies. Do you have something in mind 
along the lines of the corporations under the RFC? 

Mr. Witson. That is right, Defense Plant Corporation. 

Mr. Woucort. Under 5 (d); is that right? 

Mr. Witson. That is right; just so we would have the flexibility 
of operation and I think the efficiency of operation that that would 
give the Government agency. 

Mr. Woxcorr. Would it embarass them too much in their opera- 
tions if the same restrictions were contained in this legislation as were 
contained in 8 (d) in respect to the limit upon their operations? I 
think it was confined to defense production and the acquisition of 
materials for defense production. 

Mr. Witson. No; I don’t think that that would hamper them 
because, in the final analysis, that is always substantially interested 
in the defense: production, No; I don’t think that would hamper it, 
Mr. Congressman. 
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Mr. Wotcorr. In the hope that we may increase production in the 
aggregate 15 percent, has due consideration been given to the possible 
effect which these controls might have? 

Mr. Witson. You mean in the attainment of the 15 percent? 

Mr. Wotcorrt. Yes. It is our hope that we may increase produc- 
tion. 

Mr. Witson. Right. 

Mr. Wotcort. I think we all know to increase production we can 
help the stabilization program. 

Mr. Witson. That is right. 

Mr. Wotcorr. Do you think that controls are a deterrent, a 
hindrance to expansion, especially agricultural and probably industrial 
production? That has been our experience in the past. 

How may we overcome that? 

Mr. Witson. I think you take the curse off controls—and I regard 
them as a curse—if you maintain them only for the period that they 
are essential to the security of the Nation. My own guess is that if 
we operate these controls during the period when we are in the throes 
of expanding our defense production and expanding our plant capacity. 
which is really a two-pronged job, each of considerable magnitude, 
they will come within a couple of years when those objectives have 
been achieved. I think we will then have the ability to remove the 
controls and give the economy much freer play than it has and I 
think utilize without too great difficulty the expanded productive 
capacity that we provided in these 2 years of comparative hardship, 
only comparative. 

Mr. Wotcorr. Mr. Wilson, I think perhaps I should apologize for 
the next question before I put it. It is an apology to a man who has 
already been stabbed in the back. I think the committee and Con- 
gress would feel a little better about it if you could give some assurance 
that you might be around here at that time, when we caught up with 
production and that controls would be taken off. 

Mr. Witson. Well—— 

(Laughter. ) 

Mr. Witson. I think only God knows that. I will ask Him for His 
guidance. 

Mr. Wo corr. I really intended the question as a compliment, Mr. 
Wilson. 

Mr. Witson. Thank you very much. 

The Cuarrman. Mr. Wilson, it has often been said and argued 
that what my friend calls the orthodox controls are sufficient, that 
is the open-market Operations, Reserve requirements against demand 
and time deposits, the rediscount rates, and gold reserves behind 
Federal Reserve notes. 

You don’t think that they would be adequate to meet this situation? 

Mr. Witson. No, I do not, sir. I believe they have, all of those 
things have their place, and a very important place in the stabiliza- 
tion picture, but I think we also need at this stage of the game both 
those so-called orthodox controls and the specific and stated controls 
that we are asking for. 

The CuarrmMan. Of course, such controls could be used to effect a 
decrease in the available money supply. If you decrease that and 
then didn’t have price control, wouldn’t that be a trap to the people, 
when dollars might be harder to obtain and they might not increase 
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the purchasing power as they should, unless you have price control; 
isn’t that true? 

Mr. Wytson. I think you have to have price control. 

The CHarrMAN. You don’t think there is any merit in that argu- 
ment, that the use of so-called orthodox controls alone would be 
sufficient? 

Mr. Witson. No, I don’t. I have listened to learned economists 
on the subject by the hour, sir, and I admit that there are two schools 
of thought. I have become convinced in the last 4 or 5 months of 
studying this subject as best as I am capable of studying that we need 
both. 

The CuHarrMAN. You belong to the other school of thought? 

Mr. Witson. I do, I guess. I think it is the more practical way as 
well as meeting the theoretical situation. 

The CHarrMANn. What effect would their use have on the national 
debt? When we made those debts, it was done with a dollar that 
had a small purchasing power. Now, if you increase that purchasing 
power, will it double the debt? 

Mr. Witson. I don’t think it will have a very appreciable effect, no, 
not to a point where I think we would have to worry about that differ- 
ence, sir. 1 think everything we are doing, added all up, is going to 
make the dollar sounder than it would be otherwise. 

The CHairMan. But you feel there ought to be price ceilings in order 
to accomplish that purpose? 

Mr. Witson. At this stage of the game, I do, sir. 

The CHarrman. What do you think is the necessity for controlling 
commercial rents? 

Mr. Wiison. When we control prices, as we are doing and espe- 
cially, you know when you control food prices and other things that 
are handled by small business, if you ever get a runaway rent situation 
for those small businesses, we may be quite unfair in establishing prices 
giving them ceilings at which they simply cannot operate profitably. 
Rent plays so important a part in the over-all costs of the small mer- 
chant, that we are afraid we may be providing an inequity here that 
we had better have the ability to take care of if it develops. 

The Cuarrman. What has been the extent in the increase in com- 
mercial rents? 

Mr. Witson. Well, we hear all kinds of stories about it. I don’t 
know how serious it is, but we have heard all kinds of stories about the 
increase in small-establishment rents. 

Incidentally, the details on the alleged increases in commercial, as 
well as other rents—Tighe Woods, when he comes before you, will have 
a considerable amount of data on that and he can satisfy you with 
details better than I can. 

The CuarrmMan. Under the existing Defense Production Act, you 
have been able to accomplish great things, haven’t you? 

Mr. Witson. Well, we have been able to get a good start, sir. 

The CuarrMan. You wouldn’t have been able to do what you have 
done if you hadn’t had that legislation? 

Mr. Witson. I am sure of that, Mr. Chairman. 

The CuarrmMan. You feel that it is absolutely essential that adequate 
legislation should be considered and enacted prior to June 30 of this 
year? 

Mr. Wison. Yes, sir; I believe that. I believe you need it. 
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The CuarrMaAN. I think things are in very good and safe hands, 
Mr. Wilson. You have shown that you know how to administer 
private industry and I am absolutely sure you are going to administer 
with equal ability the things that are so essential to the destiny of our 
country. 

Mr. Witson. You are very kind. Thank you. 

Mr. Brown. Mr. Wilson, I have a great admiration for you. I 
admire your courage. The American people know that you are honest 
and trying to do a good job. They have full confidence in you. 

Now, I think that the greatest weapon against inflation is full 
production. We must realize that taxes are high and it looks like 
they are going to be much higher. There is not much incentive for 
a man to put his money to work and have to give all of his profit to 
the Government, and of course if he loses the Government does not 
reimburse him. With very rigid restrictions, taxes on one hand 
and such restriction on the other, it will be very difficult to get the 
needed production without subsidies. I do not believe Congress is 
inclined to go along with a lot of subsidies at this time. 

I notice you advocate a change in the parity concept. The Agri- 
cultural people do not want parity interfered with. I don’t quite 
understand why you want to make a change in parity if you are going 
to place a ceiling on everything the farmer purchases to make his crop. 

I notice that you are advocating increase of margins in the com- 
modity futures market. You say; 

The small trader is attracted to the commodity futures market by low margin 
rates, and the mass movement of small traders into the market is unpredictable. 


You realize that the grain producers and the cotton growers depend 
entirely on the commodity exchanges for a market for their products. 
So long as you have controls on the products of these farmers, I 
certainly don’t see any reason for increasing market margins and 
driving the little fellow out. 

We all realize that we must fight inflation with all the weapons at 
hand and reduce the high cost of living, but in this struggle we should 
not do anything to retard full production. 

Mr. Wiutson. That is right, that is right. 

Mr. Ratns. Mr. Wilson, I would like to say, that in my opinion, 
you are doing an excellent job. Some of these suggestions that you 
make in this bill go even beyond the OPA days and the control days 
of World War Ii, don’t you think? 

Mr. Witson. I don’t think they—I don’t know. Maybe I am 
remembering how those things affected me and they seemed terrible. 
I hope there are none of these that go any deeper, sir. The fact is, 
however, that we need them to do the job. 

Mr. Rarns. Specifically, what I have reference to is that which 
Mr. Brown inquired about. Serving on the watch-dog committee, I 
was constantly aware during all the months that have gone by, that 
there was being thought up some idea to either abolish parity or to 
freeze the price at parity, which is only 90 percent of a fair price. 

The recommendation which you have made in this fine statement 
you have presented, would amount to freezing the farmer’s price for 
his goods at parity, would it not? 

Mr. Witson. That is right. It doesn’t change the parity arrange- 
ment at all, sir. 
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Mr. Rarns. Do you think that it would be fair to freeze at 90 per- 
cent of a fair price, the price of the farmer, when he himself has been 
the only segment of the population who has had reduced income for 
the last 4 years? 

Mr. Witson. You are probably talking to one of the most inexpert 
people when you get into the parity prices, but the studies I have 
made on it to date, under the tutelage of Mr. Brannan and others, 
certainly didn’t indicate that we were heading up to the end that you 
disclose. We certainly are not recommending that the minimum 
ceiling be set at 90 percent of parity. We are talking about parity, 
the exact parity price is determined at the beginning of the marketing 
season, and I don’t see that that is a very great hardship, myself. 

Mr. Rarns. But the way it will work will mean that the farmer 
will receive for his goods, unless he receives a subsidy, only parity, 
would it not? 

Mr. Witson. If a ceiling price is imposed at the parity level, what- 
ever the parity price was at the beginning of the:marketing season, 
that is what he will receive. 

Mr. Rains. Parity is, after all, a floor under the farmer’s selling 
price. 

Mr. Witson. That is right. That is what he would receive if they 
put a ceiling price on. 

Mr. Rarns. You wouldn’t favor establishing the ceiling at the floor 
for the farmer, would you? 

Mr. Witson. It would all depend on circumstances. Yes, we are 
doing that with other commodities. 

Mr. Rarns. If you are going to do that then, wouldn’t it be just as 
fair to establish the wage scale at the minimum wage? I know that 
wouldn’t be right nor fair? 

Mr. Witson. No, it would not. Remember, the ceiling price, sir, 
the price that is being established in some cases, that will be estab- 
lished will be considerably above parity. Many of the items are 
above parity today. 

Mr. Rarns. We hope so. 

Mr. Witson. Well, they are very substantially, aren’t they? 

Mr. Ratns. Some of them, yes. One other question. Did your 
studies on parity, and I am sure you had the advice of the experts on 
it—did it actually disclose that the high cost of living about which 
housewives have just complaint, that it is based on the price the 
farmer receives for his product, or did it show that it was based on the 
profits made by the processor and the high wages paid to the men who 
processed the farmer’s commodity? 

Which is correct? 

Mr. Witson. The Department of Agriculture is going to long lengths 
to show me that it is not the farmer’s price that makes the housewife 
complain as bitterly as she complains today. My own judgment is 
that it is a combination of both. 

Mr. Rats. In reality, a farmer is entitled, of course, in the economy 
in which we live now to a reasonable price for his product. Take the 
shirt I have on. J have a shirt that cost about $4. The farmer got 
18 to 24 cents for the cotton that went into that shirt. Somebody got 
the difference other than the cotton farmer. Let’s not jump at an 
easy bugbear and say the farmer is profiteerer in the economy when 
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the figures show that he is the only man whose income has been 
reduced year by year for 4 years. 

I want us to be careful in making suggestions that will curtail the 
production and necessitate the paying out of a vast amount of subsidies 
out of the Treasury in order to make up for the difference that the 
farmer must have in order to grow it. 

I have a few more questions on another subject, and that has to 
do with the Government building defense plants. I agree with you 
that there are certain plants that private industry cannot and will 
not build. It is alarming to me as I watch the defense production 
spread in the plants across the country, the violation of the stated 
policy of Congress, and I think the President said that there would 
be a dispersal of these war plants over the Nation, when, as a matter 
of fact, more than 80 percent of them are all being built in the already 
overcrowded sections of the country, instead of scattered out as the 
Congress has stated its policy 

What about that? What are the plans? 

Mr. Witson. Well, we built and agreed to the location of many of 
these plants under compulsion of circumstances. After all, I am sure 
that the first thing the Congress wants to do is to assure the security 
of the Nation. 

You know you can get into more difficulties if you try this business 
of disbursing the plants the way you would like to have it. First you 
need a labor market, and then there is the other question of how much 
it costs to get certain ores to the plant and all that sort of thing that 
has all been taken into consideration. 

There has been, I assure you, a very considerable dispersal beyond 
anything we normally would have had because we knew that that 
was your intent and the President’s intent, but that it is 100 percent, 
well, I agree that that is not so. 

You just can’t do it in many cases. 

Mr. Rarns. I understand that, you can’t get perfection in it, of 
course, but was thought and consideration as to the dispersal of these 
plants over the Nation in an interior area being given? 

Mr. Witson. It is being given. I know of dozens of instances 
where there has been insistance that plants be located at places quite 
opposite to that which the operator would normally like to have. 

Mr. Botiina. Mr. Wilson, is it true that since there does not now 
exist the authority for the Government construction of plants, your 
subordinate agencies have been in the position only of having to 
approve or deny applications which came to them for the construction 
of plants? 

Mr. Wiuson. That is right. 

Mr. Boutuina. Therefore, they have not been in a competitive 
situation, in effect, on dispersal? 

Mr. Witson. That is true. That has had a considerable influence, 
and I want to make it clear, because I may have given the wrong im- 
pression. If you give us this authority that we are asking for, I do 
not believe that we are going to build a great many Government plants 
or that we will be building Government plants that otherwise we would 
have maybe found some corporation to build. 

What we have in mind are the few cases where we know, and the 
corporations involved know, that it is a very doubtful proposition. 
For example, suppose we have a new process for synthetic rubber, just 
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to use it as an illustration. It may be a very doubtful thing and yet 
it might be tremendously important to the economy and to our secur- 
ity if we had it. 

We might be unable to get some rubber company or some petroleum 
company to go ahead with the proposition. We would want to be able 
to build that plant. It might be very, very valuable in the long run. 
Or suppose, as I think it w ill happen, we come to the end of the current 
synthetic rubber program, standard synthetic rubber program, and we 
believe, maybe contrary to industry, that we should have a little more 
synthetic up our sleeve in case things g get worse in the Far East. 

Well, we are not going to be able to get some rubber company or 
some petroleum company to go ahead and build that plant for us and 
we think we ought to have it as a stand-by arrangement for our secur- 
ity. Considering the cost of this program it would be a drop in the 
bucket. 

Mr. Rains. I don’t see anything in your statement with reference 
to the needs for defense housing around such plants that the Govern- 
ment might be compelled to build. 

Mr. Witson. We have another bill and around some plants like that 
we are going to have to provide defense housing. Of course before we 
select the location, we will try to select one where there is labor and 
where there is housing, good housing, but there will be occasions and 
there are cases right now where there is a considerable amount of de- 
fense housing being constructed at Government expense. 

Mr. Rains. Mr. W ilson, I notice you say throughout your statement 
that there may be some dislocation of labor and business in certain 
areas. I judge you mean places where there are no defense establish- 
ments and where shortages occur in business. 

Do you think that in those areas, certain areas that may suffer 
some in the program, it will be necessary to reimpose rent controls in 
those areas throughout the Nation? 

Mr. Witson. No, I don’t. It will depend upon the circumstances 
in each case, however. 

Mr. Rarns. In the crowded industrial areas—— 

Mr. Witson. Yes, let me give you an illustration—first, I think I 
did remind you in my statement that thus far and that pretty well into 
the program now, the dislocations affecting employment have been 
reasonably slight and we have done our best to keep it so and intend to 
continue, but there will be inevitably some additional dislocations. 
For example, we have just ordered a decrease in automotive produc- 
tion because we must have that steel for building these new defense 
plants, so we have had to make another 5 percent cut in automotive 
production. 

We did that very reluctantly, because the thing we are afraid of is 
that the automotive industry may have to let some of their men go be- 
fore the new defense plants that will require them are ready to pick up 
that load. 

We have tried to balance the thing and thus far we have balanced 
it pretty well, because I don’t think you have heard very much about 
the dislocations of labor in the whole program to date. 

I think if we continue to watch it carefully and balance it carefully, 
to the extent you can without hurting your final objective—and, of 
course, we can’t stop that—why, I don’t think the dislocations are 
going to be too serious. Anything is serious when a man loses his 
job. Don’t misunderstand me that I don’t agree to that. 
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Mr. Ratns. The question I asked was that in those areas where 
there are no heavy defense installations and where there is no extra- 
heavy industrial expansion of any kind, you don’t have any studies 
to show that they need rent control reimposed in those areas, do you? 

Mr. Wirson. In those particular areas, I don’t know. We have 
had Tighe Woods investigate it. 

Mr. Rarns. It could still be operated with the local government, 
so to speak. 

Mr. Witson. That could -well be the case if the local control 
program was doing an adequate job. 

Mr. Rains. We have never had controls on business property 
before; have we? 

Mr. Wixson. No, not on business property. 

Mr. Nicnoxtson. I would like to have an answer on Mr. Rains’ 
question whether it would be necessary to have rent controls on these 
places or not, as he is asking. 

Can you answer “‘yes”’ or “‘no’’? 

Mr. Wixtson. I don’t know that I got it. Did you say on non- 
residences? 

Mr. Nicnotson. Commercial rents. Where would that help us in 
having control on rent on a commercial proposition? 

Mr. Witson. It would only help us, in my opinion, to the point I 
made before. We are putting a ceiling on the prices that small 
business can charge for a great variety of things. 

Now, if small business’ rent is raised out of all proportion to in- 
creased cost, and so on, why, then I think we are guilty of an unfair- 
ness there. It is inequitable to hold a man’s prices down when rent is 
in his cost of doing business. Rent in a small business is about the 
largest item he has. It is uncontrollable by him. 

Then I think we are guilty of an inequity. That is the only thing 
we really have in mind in this: the possibility of needing to assure that 
small-business man that his rent isn’t going to go through the ceiling, 
when the prices he charges have been established at a ceiling. 

Mr. Nicuoison. On these controls, I have some telegrams here on 
wool, which the Government proposes—not you, but the Govern- 
ment—proposes to have a control on all the wool prices of this coun- 
try. Is that right? 

Mr. Witson. No, not to my knowledge. 

Mr. Nicuoison. You don’t have any intention of doing that? 

Mr. Witson. I wouldn’t say. Whether we selected wool, I don’t 
know. Mr. DiSalle will tell you whether we finally picked wool as 
one of the ones on which a final price would go on. I don’t know. 

Mr. Nicnoitson. You don’t think, do you, that these telegrams 
that come to me saying that that is exactly what you are doing—that 
it isn’t so? 

Mr: Witson. No, I don’t say it isn’t so at all. 

Mr. Nicuoxtson. Do you know of any reason why we should? 

Mr. Witson. Why we should impose a price on wool? 

Mr. Nicuotson. That is right, on the market, and enter into 
negotiations with Great Britain or Australia or any of the rest of the 
people to control the price of wool and control the wool output of 
this country? 
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Mr. Wuitson. Well, we have done it with other things such as 
rubber and tin. I don’t know why we shouldn’t do it for wool, if it 
is in the interest of the country over-all. 

Mr. Nicuouson. Do you do it with electric equipment? 

Mr. Witson. With electric equipment? 

Mr. Nicuouson. Yes. 

Mr. Witson. You are just talking about imports; aren’t you? We 
don’t do it with anything domestic to speak of. 

Mr. Nicuotson. I asked you a question. Do you do it on electric 
equipment? 

Mr. Witson. The Government doesn’t do it. On imported electric 
equipment I suppose we do. We put a tariff on it. 

Mr. Nicuouson. That is all right. You go ahead and keep talking, 
but that is my answer. 

Mr. Witson. All right, sir. 

Mr. McDonovuau. Mr. Wilson, do I understand your answer to 
Mr. Rains concerning rent control to mean that only in those areas 
where defense production is the majority of the production in the 
community and the housing is short, that rent control and com- 
mercial rent control should be applied? 

Mr. Witson. No, I think it will have to be applied more widely. 

Mr. McDonovau. I certainly construed your answer to mean 
that, because Mr. Rains asked that almost the same way, where 
there was no defense production, where housing was not short, that 
revt control should not be reimposed and I think your answer was 
“Ves.”’ 

Mr. Witson. It probably won’t be, but we should have the author- 
ity to apply it wherever it is needed. 

Mr. McDonouau. Well, now, in other words, if the proposal to 
reenforce rent controls as outlined in this statement is passed by 
Congress, do I understand that you are to administer the rent control 
with Mr. Woods as your deputy? 

Mr. Wiuson. Yes, they will administer it. 

Mr. McDonovuan. And that it will be selective insofar as its appli- 
cation is concerned? 

Mr. Witson. That is right; it will be selective. 

Mr. McDonoveanu. Do you in your selection presume that the bill— 
we will presume that the bill passes—in your selection, would you 
reimpose rent control where it was decontrolled by the action of the 
elected party in the community, State, county, village, or city, where 
they have by resolution come out from under the previous act and they 
now—would you reimpose that without the authority of the elective 
body? 

Mr. Wixson. I think we would have to contemplate reimposing 
it in the national interest. 

Mr. McDonovau. In other words, you would reimpose it—you 
have three categories now, you see. You have those that came out 
from control by action of the elective body. 

Mr. Wuson. That is right. 

Mr. McDonovuan. You have those decontrolled by Tighe Woods, 
himself, on a finding, and you have those where rent control is not 
decontrolled at all at the present time. 
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Now, if this act passes, doesn’t that automatically apply to all areas 
of the United States. 

Mr. Wiison. You have that ability to doit, whenever it is necessary. 

Mr. McDonoven. I know. The act itself would do that. 

Mr. Witson. That is right. 

Mr. McDonoucu. Now you say you are going to be selective in 
reimposing rent control. I would like to know just how you are going 
to administer that. 

Are you going to take the act as it passes and then presume this 
doesn’t apply, except as and when the administrator, under your 
direction, says that it should not apply in Detroit, should not apply in 
Pittsburgh, it should apply in Boston and it should not apply in some 
parts of Maine or in the Middle West. 

Now, how are you going to do that? 

Mr. Witson. We will get, I surmise, local requirements and the 
effect on the defense production in the local communities and then 
apply it with these powers if it seems necessary. 

Mr. McDonovuau. It will be selective? 

Mr. Witson. To that extent, ves; that is right. 

Mr. McDonovuau. As I understand, I recall receiving a statement 
from, I think, Mr. Harrisons’ office—probably all Members of Con- 
gress received the same statement—that you also are declaring, that 
you have a policy in which it is a federation of several committees or 
departments, under your control, that determine what a defense area 
is and what isn’t which is not a defense area; and where a defense 
area has been established, you relax Regulation X and you relax 
priorities for the building of houses. 

That, I understand, is in lieu of the Defense Housing Act that was 
not approved by the Congress recently. Is that the way it is operat- 
ing now? 

Mr. Witson. That is right. 

Mr. McDonovueu. As | recall the bulletin, it stated that Aiken, 
S. C., is one area that has been declared, and Paducah, Ky., has been 
declared a defense area, and these restrictions are removed. 

Mr. Deane. Will the gentleman yield at that point? 

Mr. McDonovuau. I would like to complete this statement, Mr. 
Deane. 

Have you found that following that policy has met the defense 
housing requirements in those areas where you have relaxed them? 

Mr. Wison. I understand that it has not. 

The CuarrMan. I am going to suggest that Mr. Tighe Woods, the 
Housing Expediter, will be a witness on rent controls. 

Mr. McDonovau. This has to do with defense housing. 

Mr. Witson. I understand that it has not met the situation. 

Mr. McDonoveu. And what would you require in order to meet it? 

Mr. Witson. A defense housing act. 

Mr. McDonovau. Well, you have practically the same thing as the 
Defense Housing Act, relaxing Regulation X and your priorities for 
material and your authority to go into the community and build 
community facilities to meet the requirements. 

Where is the defense housing now needed that is not being built in 
the Nation? 

Mr. Wiison. Where is it needed? 
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Mr. McDonoveu. Yes; where is it now needed that it is not being 
built? 

Mr. Witson. I haven’t the specific places, but I can get you a list 
of them. There are places. 

Mr. McDonoveu. If it isn’t any more pressing than that—that 
you can’t recall to your mind—it can’t be a very pressing matter. 

Mr. Witson. Oh, listen, I have a few other things than all these 
specific places that you may need the housing. I will get you a list of 
them, but I can’t remember them all. 

The Cuarrman. I don’t think that that is a fair question to ask 
Mr. Wilson. He has so many other duties that I don’t suppose he 
can give you the details. 

Mr. McDonovanu. I didn’t ask for all the areas. I asked for one. 

The CHAIRMAN. Reserve those questions for Mr. Woods. 

Mr. Deane. Mr. Wilson is a very valuable witness and I wonder 
if other members of the committee are going to be able to question 
him. 

The CuarrMAn. Can you come back this afternoon, Mr. Wilson? 

The House is in session. We have the authority to meet while the 
House is in general debate. What would be a convenient time for you 
to come back—2:30? 

Mr. Witson. You name the time and I will be here, sir. 

The Cuarrman. Will 2 be as convenient? 

Mr. Witson. Yes. 

The CHarrMan. Two o’clock. 

(Whereupon, at 12:06 p. m., the committee recessed, to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


Members present: Messrs. Spence (presiding), Brown, Multer, 
Deane, McKinnon, Dollinger, Kluczynski, Wolcott, Gamble, Talle, 
Cole, McDonough, Widnall, Buffett, and Betts. 

The CuatrMan. The committee will come to order. 

Mr. Tatir. Mr. Wilson, I join in the tributes given you by mem- 
bers of the committee and I want to assure you that I realize you have 
a very difficult job to do. I think we are fortunate to have you on the 
job. 

Mr. Witson. You are very kind, sir. Thank you, Mr. Talle. 

Mr. Tate. I am interested in knowing if you have had any re- 
action from the governors of the States and the mayors of principal 
cities, to whom I understand you addressed a letter yesterday asking 
them to postpone borrowing whenever and wherever possible. 

Mr. Witson. No, we have not yet, Mr. Congressman. We have 
not had any reactions yet. 

Mr. Tauue. In passing on to your statement, I should like to ask 
questions on a number of points. On page 2 you mentioned that 
maximum need for controls has not yet come. Do you expect that 
time to be next September or later or sooner? 

Mr. Witson. No, I would think by this fall we will be right up to 
the point where they will be badly needed, sir. 

Mr. Tate. And I agree with you that it is very important to have 
capacity agricultural production. That, of course, brings in the 
matter of parity and I sometimes think that that is probably not a 
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very good word, although it should be because it means something 
approaching equality—equality with other people in our economy. 

Mr. Witson. Right. 

Mr. Tate. Do you plan to fix that for a marketing season—I think 
that is the term you used, “‘a marketing season’’? 

Mr. Wixson. That is right, sir. 

Mr. Tate. Then what happens if your marketing season is con- 
tinuous and lasts through the year? 

Mr. Wixson. Then that price would continue for a year. 

Mr. Tauie. When we begin to analyze the factors that make up 
what is called parity, would you then recommend that all of the 
factors that make up parity also be fixed? 

Mr. Wiuson. I think that would bring about some difficulties of 
operation, Mr. Congressman. 

If we do our job right with respect to these controls and if it operates 
as we hope it will, I do not think it will work hardships on the agri- 
cultural community if the parity price is fixed at the marketing season 
and continues for a year. There may be some changes in the factors 
on which parity is based, but my guess is the swings will be minor 
if all these controls are successful and I do not think it would work any 
hardship. It might be the reverse. If we can deflate the cost of 
living items and the cost items on which parity is based, there may 
be some real advantages for the agricultural community in the estab- 
lishment of the price at the marketing season. I cannot see that that 
is going to operate hardships. 

Mr. Taure. It troubles me because the term ‘‘marketing season”’ is 
one thing for one commodity and it is quite something else for another. 

Mr. Witson. Oh yes, we recognize that and, for example, take the 
case of hogs: I understand there are two distinct marketing seasons 
for hogs and the main purpose is to establish prices for each of those 
marketing seasons. In the case of one grain, the marketing season 
may start one time and then the parity price will be established and 
in the case of another grain the marketing season is some other 
period bier the parity price would be determined at that time of the 
marketing season, the price extended for the marketing season that 
begins at a time quite different than in the case of another grain, so 
it seems to me that in that way you start off from the right base, 
reasonable base, as far as the agricultural community is concerned. 

Mr. Tatie. A person may select two extremes. The marketing 
season for fresh strawberries is very short, whereas the marketing 
season for milk is 365 days of the year. 

Mr. Wiison. Oh, yes, but in the case of strawberries that are 
frozen, sir, there is generally recognized I understand—lI am not an 
agricultural expert—but I understand there is a definite marketing 
season for those who go into the freezing process and run their bus- 
inesses accordingly. And after all, the price at which they buy the 
berries and freeze them must govern for a whole year anyway, because 
there is only one marketing season for berries, one time that they come 
to fruition and can be frozen, so it seems logical to set the price at 
that time for the whole period. 

* Mr. Tatue. I am thinking rather of the short season during which 
fresh strawberries are brought in from the truck farms and sold. 

Mr. Witson. That is right. 

Mr. Tate. That is a very short season. 
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Mr. Wiuson. I guess in the case of berries; yes. 

Mr. TatiE. Whereas for dairy products and poultry it is through- 
out the year? 

Mr. Wiuson. Yes, that is right. 

Mr, Tauue. And yet if the marketing season is an entire year and 
parity may not be changed during that year, it seems to me that 
there will be plenty of problems arising and I raise the question 
whether under such conditions it would be possible to get what you 
yo is so important and to which I agree—namely, on the full agri- 
cultural production. 

Mr..Witson. Under the rule, of course, and the plan, we can change 
the ceilings, if there have been injustices in the establishment of the 
ceiling price at the time. It is only a floor. 

Mr. Gamsie. During the marketing year, you mean, you could 
change that, if it was necessary? 

Mr. Wiuson. Oh, yes, that can be done, if there is an inequity 
operated. 

Mr. Tauue. I suppose in that case, an organization representing 
agriculture would have to come in and prove its case? 

Mr. Witson. That is right, and then we would have a group that 
would have to look at it and judge by the facts. 

Mr. Tain. Another question that disturbs me is the matter of 
revolving funds which you mentioned on page 15. 

Mr. Wixson. Yes. 

Mr. Tauue. As against appropriations. I should like a little 
exposition of why you would rather have revolving funds than the 
customary appropriations. 

Mr. Witson. Well, revolving funds provide a more efficient method 
of operation. Let us take the case of rubber that the Government is 
buying. It may be in order for the Government to buy up very 
considerable quantities of it. Of course, we get credits to the fund 
as we sell that rubber. There will be great fluctuations because, let 
us suppose we had a good opportunity to get a very considerable 
amount of what is regarded as a reasonably cheap rubber. Now we 
might put very, very large sums into it and yet we might dole out 
that rubber as sparingly as we are doling it out today or we might 
elect to put considerable quantity in stockpile and build up the 
stockpile. The point is that it is so difficult to foresee what we will 
want to do for the benefit of the economy and for the defense effort 
in these world markets over which we have so little control, where 
we are in the hands of so many people off our shores and I can easily 
see conditions, the possibility of conditions arising, that we might 
want to put in very considerable amounts of money. I will give you 
one illustration that I hope transpires. 

Suppose a break comes in the Chinese situation and we could get 
in and buy what must be a tremendous stock of tungsten that must 
have accumulated in China. Whether the Korean mines are being 
worked, I do not know, but the lack of that tungsten is having a 
very serious effect on not only the operations in the United States, 
where we have only pretty slim production of tungsten, ourselves, but 
it is having a very serious effect on the operation of our allies. In 
the steel business, for example, in England—I was over there last 
week—and I know it is one of their very, very serious bottlenecks. 
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They just cannot get tungsten to alloy with steel in-much of their 
rearmament work. 

Now suppose things break, as they did break in World War II, 
when we were able to buy up quantities of rubber. Regardless of 
the Jap operations we did buy some rubber. Maybe it will break 
here. We could go in and buy maybe very considerable amounts of 
tungsten. That would be bought out of these funds. It is a revolving 
thing because as soon as we sell it either to industry or stockpile it, 
why, we are reimbursed when it goes back into the fund. I think 
there is a necessity for that sort of thing if we are going to keep the 
economy going on the tremendous level of production that we are all 
aiming at. 

I am reminded that, after all, the Congress still has the opportunity 
to limit the amount that we would have in the fund and the operation 
of the fund. Through the appropriations we would have to get for 
it, you can govern whether it is necessary at the time and whether 
we are doing a good job with it. 

Mr. Tatue. Does that involve, then, inflow of money to the Treas- 
ury and outflow as you expend it? 

Mr. Wixson. The revolving fund would be established in the 
Treasury. That is right, sir. 

Mr. Tatue. The operation financially would be through the Treas- 
ury of the United States? 

Mr. Witson. Yes, sir. 

Mr. Tauuie. That really puts us in a place where we engage in 
State trading, doesn’t it? 

Mr. Witson. We are doing it now, of course. I think we have to 
do it to a little larger degree, possibly, depending on the world condi- 
tions. It is a comparatively few items, tin, rubber, maybe a few 
other items, agricultural items. 

Mr. Tautur. While we are on that very subject, tin and rubber are 
two items that are rather short, are they not? 

Mr. Witson. Yes, they are. 

Mr. Tauus. I understand that large quantities of both have moved 
from Malaya into China and probably Russia? 

Mr. Witson. Yes, we know that very large quantities have moved 
in. 

Mr. Tauue. So not only has the price gone up greatly, but it is a 

matter of getting the supply at all? 
’ Mr. Witson. That is right. 

Mr. Tauuie. Let me ask you about that Portuguese point near 
Hong Kong. Is it true that these supplies have been shipped into 
China and neighboring areas through the Portuguese Port Macao? 

Mr. Witson. I do not know how they got it in. I have seen the 
figures on the amount that got in but the method at the port I do 
not know. 

Mr. Tauue. I am trying to find out how much of that trade is 
carried on through Hong Kong and Macao. I understand that on 
one side of the Hong Kong area the British operate and on the other 
side the Communists operate and that the British hesitate to say 
much about what the Communists do, because if they do, they figure 
the Communists will take the whole thing over. 

Mr. Wiuson. I saw a piece in the paper, in the London papers, 
within the week, that the British are taking steps, which they believe 
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and certainly hope are going to minimize the amount of a number of 
these strategic materials that are getting into Red hands, and I think 
they have a very real interest in stopping that, because they need 
some of the items very badly for their own armament program. 

Mr. Tauus. Of course, materials like tin, rubber, and copper and 
tungsten have been short a long time. They were short in World 
War II. 

Mr. Witson. That is right. 

Mr. Tauie. Did our Government proceed to build stockpiles after 
1945 so that we had something when the Korean situation broke? 

Mr. Wiuson. Yes, we had some. As you look back on it, it is too 
bad that we did not make those piles a lot bigger. We never seem to 
do it. How much is enough seems to be a great question and it is too 
bad we did not pile them up, especially the items that do not deterio- 
rate. Rubber, of course, you have to be more careful with, but the 
metals, we could have hung onto them for long periods. It would 
have been better than gold in Fort Knox, in my own judgment. 

Mr. TALE. 4 bon so. I have been asking witnesses ever since 
1945 what has been done to build stockpiles of strategic materials 
and usually the answer given to me is that it is a Government secret 
which is not being divulged in committee and, of course, I do not want 
to press a witness to say anything to me that is considered something 
that should be secret, but I was hoping all the time that stockpiles 
were being accumulated. I understand that it has not been done. 
That, of course, is not your fault. 

Mr. Wixson. It was not done to the extent that we would all like 
now, for a great variety of reasons, because with the tremendously 
expanded economy beginning in, let us say, 1946, all of those items 
got short even for the normal economy and the prices went up and I 
suppose those who had the matter in charge did not want to add to 
the inflated costs by building the stockpiles too fast in consideration 
of the tremendous normal demand. 

In the case of rubber, as you know, even what was done raised the 
price from a norm of about 16 cents to the awful price of 96 cents a 
pound for natural rubber—terrific. Somebody has profiteered to a 
terrific degree. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Tauur. Very briefly. 

Mr. McDonovan. I was wondering if you recall on two occasions 
the Congress passed the bill to develop strategic material and on two 
occasions the President vetoed the bill. 

Mr. Tauue. That is right. 

Mr. McDonoveu. Isn’t that pertinent to what we are talking 
about at this moment? 

Mr. Tate. I agree with you and that is why I am in a state of 
puzzlement. I have been asking about this for more than 5 years. 
It was supposed to be secret information, I was told. Apparently 
little or nothing has been done. 

Mr. Wuson. Well, we have in the stockpile now a total of items 
that aggregate around $3 billion, which is a considerable amount of 
material, 

Mr. Tate. I am happy to know that. Do you have something 
else, Mr. McDonough? 
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Mr. McDonoveu. No, I just wondered about the development of 
strategic metals and I think we should have proceeded with stock- 
piling strategic metals at the time Congress passed those bills. 

Mr. Tatue. I would like to ask you about small business. At one 
of the meetings of the Joint Committee on Production Control, of 
which I am a member, I asked that a deputy administrator for small 
business be named. That is one thing I have asked for that was done. 

Mr. Witson. Yes. 

Mr. Taiz. And I recall that a few days later I listened to your 
speech over the radio in which you reported that a deputy adminis- 
trator for small business had been named. I wanted to know who was 
named. You mentioned his name today. I have asked others what 
his past record was. Now] am not antagonistic to him. I just do not 
know anything about him, because what I wanted was a man who 
would have a sympathetic attitude toward small business. Perhaps I 
may have some information, either inserted in the record or somehow, 
so 1 can answer some questions that are put to me. I should like to 
have assurance that he is qualified to do the job he was selected to do. 

Mr. Witson. I can tell you this much, Mr. Congressman, he is 
tremendously sympathetic to the job and purpose for which he was 
chosen. His past experience is in the building goods distributing 
business. His base of operations was Denver, Colo., but he has been 
a distributor of goods in the buildings field. 

Mr. Tauue. I wonder if we could have for the record a short, 
relatively short résumé of what he has done. Understand, I am not 
antagonistic; I just want some information because his is an important 
post. 3 

Mr. Witson. Very good, sir. I shail see that that résumé is given, 
sir, for the record. 

(The information requested is as follows:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
OrricE oF DEFENSE: MOBILIZATION, 
Washington, D. C., May 21, 1951. 
Hon. Brent SPENCE, 


Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrmMan: During the course of my testimony on H. R. 3871 
your committee requested that I submit a statement of the background and 
experience of Mr. John C. Pritchard, Deputy Administrator for Small Business, 
Defense Production Administration, for insertion in the record. Accordingly, I 
have had such a statement prepared and am forwarding herewith two copies. 

Sincerely, 
Cuaries E. Witson. 


BACKGROUND AND EXPERIENCE OF JOHN C. PRITCHARD 


Mr. John C. Pritchard, Deputy Administrator for Small Business, Defensé 
Production Administration, was born in Waisenburg, Colo., on August 21, 1902. 
After having been graduated from the University of Colorado in 1924 with a B. A. 
degree in business administration, he returned to Walsenburg where he remained 
for 13 years. He first participated as a partner in his father’s firm, the Pritchard 
Lumber Co., and built up its sales volume to an excess of $250,000 a year. In 
1925 he organized a small printing and publishing business in the same town and 
in 1929 sold this venture as a going concern. 

In 1928, he accepted a directorship of the National Bank in Walsenburg, 
servicing loans to livestock and agricultural interests in the area. Upon changing 
his residence to Denver, he resigned this post in 1987. During 1937 and 1938 he 
organized five small companies—all in the retail lumber business with employees 
in each company ranging up to 10. He later sold these businesses in order to 
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devote his time to building the J. C. Pritchard Co., which had been formed in 1937 
with a staff of four employees. Within 5 years the company had grown to an 
organization with 60 employees having a total annual sales of $2,000,000. In 
1942 he merged with another wholesaler of building materials and established 
Lumber Dealers, Inc., which is engaged in the wholesale distribution of building 
materials and the fabrication of wooden millwork and metal buildings and building 
components. He became president of this company in 1945. Under his manage- 
ment the company has expanded each year, and today has a total of 1,200 cus- 
tomer sales outlets in the Western States. In addition, in 1946, Mr. Pritchard 
became interested in the Painter Hereford Co., a well-known company engaged in 
the cattle and sheep breeding business. He also owns and operates the Angus 
Cattle Co.,a commercial breeding firm. 

In 1945 he was appointed a member of the Small Business Advisory Committee, 
serving under the Secretary of Commerce. His assignment was to the Subcom- 
mittee on Taxes and Finance, of which he later became Chairman. Under his 
leadership, the subcommittee recommended certain changes which were accepted 
by the Secretary of Commerce and which today are bringing benefits to small 
businessmen in the Nation. On February 9, 1951, he was made Director of the 
Office of Small Business of the National Production Authority in the Department 
of Commerce and later Deputy Administrator for Small Business, Defense Pro- 
duction Administration. 

Mr. Tatu. Thank you very much. How far do you expect to go 
with the construction of Government plants? 

Mr. Witson. Not very far, sir, if you mean numbers of plants. 
My own belief is that there would be very few cases that we cannot 
find private business to undertake, even the questionable project that 
seems necessary for defense, but there may be cases, in fact we think 
there will be, maybe along the lines of the one I mentioned this 
morning, the new process. There may be some question about it in 
a private industry which might be unwilling to go ahead. We think 
there may be cases, a few of them, where we ought to take the risk 
inherent in a new thing like that and go ahead with it. 

Mr. Tate. I do not know how difficult a job it was to manage the 
War Assets Administration, but insofar as my knowledge goes, an 
impressive record was not made. Now, is this not the time to think 
about the other end of the road. It is a long road that has no turn, 
and we should think now of the day when, if we proceed to build 
plants and what-not, we must face the problem of what are we going 
to do with those assets? 

Mr. Witson. I could not agree with you more, sir, and that is why 
we have had no great program of Government building like we did 
preceding or during World War II. There has been nothing of that 
character in comparison, sir. 

If this was done, if we went ahead and had this power and it seemed 
desirable for the defense mobilization effort to do it, it would be the 
reat exception, there would not be a handful of cases compared to 

iterally thousands as of World War II. This is an entirely different 
situation, sir. 

Mr. Tauuez. I asked for an inventory of what was included in War 
Assets at the end of the war and nobody knew. The agency just 
knew roughly that there were over one hundred billion dollars’ worth 
of things, including real estate, ships, plants and what not, canned 
goods, and so forth. I would not like to have a repetition of that,. 
because taxes are pretty high. We cannot afford waste in Gov- 
ernment. : : ; ; ; 

Mr. Witson. You are not facing that with this particular thing, sir, 
I assure you. 
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Mr. Tatie. What would you say we should do to guard against a 
repetition of that sort of thing? Is that a job for Congress? 

Mr. Witson. With the amount of money that Congress would give 
us for this purpose—you have the control of that and you have the 
“watchdog committee’ advising. 

Mr. Tautur. As a member of that committee, I want to assure you 
that we are trying to do a good job. 

Mr. Witson. Of course you are. It seems to me you have the 
safeguards. You have the safeguards. I just do not believe that 
there is a program in sight that will get you into the kind of thing that 
you are thinking about, Mr. Congressman. The only one that I can 
think of—and I have been wracking my brain, trying to think of some 
specific thing that may come up—would be if the situation gets worse 
and we are fearful of rubber supply and maybe we would want to 
augment the prospective supply in the synthetic field; well, it might be 
pretty hard to get one of the existing companies to go in and spend 
their own money and put up a new synthetic plant. I think it would 
be, because if things work out all right, in 2 or 3 years there is going to 
beasurplus. They will say there is going to be a surplus, why should 
we compound the felony, but nevertheless to safeguard the defense 
production we will say ‘‘We have to have one more plant to be sure.” 
That is the sort of thing. The company would go in and build that 
plant and get it ready in case that situation did get as bad as we might 
fear. 

Mr. Tauue. If we do it, should we not think of the day when the war 
is over, and we will hope that it will end sometinie. 

Mr. Witson. Yes, sir. 

Mr. Tate. I have one more question. How big a crew of hands 
do you think we will need to do the kind of job you propose in your 
statement, Mr. Wilson? 

Mr. Wixson. You mean of all the Government agenc:es involved? 

Mr. Taupe. Yes. 

Mr. Wiutson. The only place that I think that there has to be an 
influx of new people, additional people, is principally in the OPS, 
Office of Price Stabilization field, and, also, in NPA, where we feel 
compelled to put in the controlled-material plan. In both of those 
instances we are going to have to add a considerable number of people 
to operate. 

I do not know how many numbers it will take yet. There is a great 
debate on now as to how many and we have not really resolved the 
question, but OPS is going to cost a lot of money to operate it, there is 
no question about it. My guess is that a couple hundred thousand 
dollars—a couple hundred million dollars. I haven’t gotten the 
Washington fever yet. I thought I was back in business for a moment. 
But it is going to take a considerable amount of money to see that the 
thing is being carried out in all the States and all that sort of thing. 
I do not know any way out of it. 

Mr. Tauue. In addition to the cost, then there is the manpower 
algo too. Manpower is needed for the armed services and will 
be needed for these special police jobs, too, if this bill becomes law. 

Mr. Witson. That is right. 

Mr. Taxtue. And then manpower is needed in the plants and on the 
farms, in transportation, and in all of our legitimate economic 
activities. 
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Lastly, I want to ask, isn’t there a real danger that this thing may 
last so long that our entire economy may become settled in conditions 
that we call emergency conditions, so that we may just never get 
back to a free footing? . We thay become used to things as they are 
done under conditions of emergency and we may just stay that way. 
The so-called free enterprise system is being set aside. It would be 
a fearful thing, if we never got away from the top heavy regulatory 
system that has taken its place. 

‘Mr. Wixson. I hope we don’t face that nightmarish conclusion, 
sir. To me, that would be a real nightmare. I will give you one, 
just one man’s opinion of it, for what it is worth. 

It is my sincere belief that if we can carry out this mobilization 
program on the scale that has been projected, it is a pretty simple 
projection when all is said and done, and that is, we are projecting 
about 50 billion dollars a year for the next 3 years. 

We will conclude this calendar year with an ability, I believe, to 
fight the war in Korea or anything on that scale and still have a 
surplus for the training of our increasing Army, Navy, and Air Force 
and so on, 

Next year, with another expenditure of approximately 50 billion 
dollars for defense mobilization, we will be in a position, in my judg- 
ment, to fight a pretty substantial war if, God forbid, it comes. By 
that time we will have expended these vast sums that are now being 
used for the augmenting of our supplies of the critical materials— 
aluminum, steel, and so on—which are really the items that are 
keeping us today from maintaining an even more substantial economy, 
although I think our civilian economy is at a pretty high level. Never- 
theless if we had these scarce items we could still augment the civilian 
economy today and even increase the standard of living a little bit 
over today. In the third year I think we would be in a position, 
with the expenditure in 1953 of again approximately 50 million for 
defense, to fight an all-out war. 

I would then think we would have the stockpiles we need to fight 
an all-out war. Thereafter I think we could fight an all-out war 
from the production lines of America. By that time we will have 
had the benefit of all of this augmented supply and production of the 
scarce items. Therefore, we should be able to increase our output 
for civilian purposes. 

I can’t see at that time any reason, regardless of what the world 
situation is, that we should shackle the economy with controls to the 
extent that it seems necessary to do at this time. 

That is my hope and my belief. 

Mr. Tautuz. Along with that statement, Mr. Wilson, I should like 
to emphasize a short paragraph in the statement you read this 
morning. 

Mr. Witson. Yes, sir. 

Mr. Tae (reading) : 

We must be alert to the dangers inherent in the mobilization program, the 
dangers to small business, to our competitive free economy, to the enterprise and 
initiative of our citizens. We must make sure that the mobilization effort in 
which we are engaged strengthens our free economy and our way of life. 

Mr. Witson. Yes, sir. 

Mr. Tate. To that I say “Amen,” and I hope that this restrictive 
system doesn’t continue so long that initiative will be lost, because 
initiative is the spark that keeps the American system alive. 
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Mr. Witson. I believe that just as sincerely. You see, I haven’t 
the worries, myself, about small business or medium business or 
any other business being battered down under these controls. I saw 
them operate through them in the last war and they came out stronger 
for the most part—small business, medium business, and big business— 
they came out stronger. 

Just look at the way our economy skyrocketed beginning in 1946. 
I think it will do it again. The only worry I would have, sir, is that 
if I believe this economy of ours, outside of a war, was a mature 
economy. I don’t believe it is. I believe it is still in the pioneering 
stage. 

T don't think we have seen the fruits of the industrial revolution 
by any means yet. They are going to be great. I wouldn’t want to 
make a prediction to this august body about what I think, come peace, 
if we ever enjoy it in our lifetime, to where the national income would 
go. If I told you what I think it is going to be, you would think I 
was crazy, but I still think it is going to be tremendous and I still 
believe that it is a pioneering economy. We have just seen the 
beginning of it. 

All of these new facilities that we are providing, I think that they 
are going to be used in our peacetime economy and that we are going 
to need it for this advancing standard of living that in this God- 
blessed land of ours still lies ahead of us. 

Mr. Tauue. There will always be opportunity for progress, so long 
as the human mind is active and free? 

Mr. Witson. That is right. 

Mr. Tatue. Thank you, Mr. Wilson. 

The CuarrMan. Mr. Wilson, do you think the atomic energy in- 
stallations at Paducah, Ky., and in South Carolina, are necessary 
for our national defense? You are in favor of the construction of 
those installations, are you not? 

Mr. Witson. Yes, sir. I think it is an insurance. I think it is a 
very expensive insurance policy for our over-all military mobiliza- 
tion plans; yes, sir. 

The CuarrmMan. A few months ago we introduced a defense housing 
bill that we thought would give private enterprise an opportunity to 
build housing, including the housing for those installations. That 
bill was defeated. Now, if we proceed with those installations, do 
you know any other manner in which we can build those houses, 
except under the Atomic Energy Commission Act, which requires 
that the Government shall build them, shall own them, and shall 
rent them? 

Mr. Witson. That is the only other way I know of, sir. That is 
what will happen, too. 

The CuarrMan. Those will be interests of the Government of the 
United States? 

Mr. Witson. That is right. 

The CuatrmMan. Do you think that that is advisable? Wouldn’t 
you rather have private enterprise build them? 

Mr. Witson. By far I would rather have them build them, as I 


would rather have them build them in all the atomic-energy housing 
development; yes. 

The CHarrMan. That is one of the results of the defeat of the 
housing bill, isn’t it? 
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Mr. Witson. Yes, sir. 

Mr. Mutter. Mr. Chairman, shouldn’t we state here that the 
Atomic Energy Commission came in before us and asked to be relieved 
of the responsibility of having the Government erect housing? 

The CuatrMAN. Yes. That is the only act on the statute books 
that I know of now. 

Mr. Wiuson. I can understand them not wanting to do it, sir. 

Mr. Muvrer. I don’t think any of us want to do it except where 
there is no other alternative. Now, we are left with no alternative 
except to put the Government into business for that purpose. 

Mr. Coxe. I think that is the most ridiculous statement that has 
been made today. 

Mr. Mutter. You tell us how you can build that housing. 

Mr. Cox. Certainly. You tell us we must have a defense housing 
House bill exactly as someone in the Housing Administration says we 
must have it without crossing a “t’’ or dotting an ‘4.” 

Mr. Muuter. That isn’t what I said. 

Mr. Cotz. The majority of the Members of Congress are willing 
that we have a proper defense housing bill and you know it. 

Mr. Mutter. That is not so because you wouldn’t let us consider 
it on the floor. 

Mr. Coz. I apologize, Mr. Chairman. 

The CHarrMANn. It was before the House under an open rule. It 
could have been amended. Any germane amendment was in order. 
The House refused to vote it down. 

I say there is no other statute on the books, except the atomic- 
energy statute which would now permit the Government to build 
those buildings and if they build them, they own them, they control 
them and they rent them. 

Mr. McDonoveu. Will you yield for a moment? 

This morning I was reviewing that with Mr. Wilson and he admitted 
the areas on which Regulation X has been relaxed and the number of 
units required, Savannah River and Paducah, Ky., that permits pri- 
vate enterprise to go in there and build, and with the addition of the 
release of priorities on materials, there isn’t any reason why private 
enterprise can’t go in and build. 

Now, it is not fair to say for the record that that defense-housing 
bill is the only method by which private enterprise can build, because 
they are now building under Regulation X of the private building act. 

Mr. Deane. To get back to H. R. 3871, Mr. Wilson, I would like 
to day that I appreciated very much that last statement of yours, 
that we are just beginning to grow in this country. It should 
strengthen the faint-hearted. 

In the beginning, Mr. Wilson, and with the expectation that we 
may be asked to point out who prepared H. R. 3871, is it a fair question 
to ask who participated in the drafting of this legislation? 

Mr. Witson. Yes; all of the agencies that are associated with us in 
the mobilization. Those are the ones. I didn’t know the number. 
I wanted to be sure that I was talking about the same thing you are. 

All of the agencies were asked to prepare their requirements as they 
saw it, all of the things that they thought they needed, legislation 
they needed and so on, all came over into our shop and was reviewed 
there and very largely under the direction of Mr. Bergson, our counsel. 
Mr. Deang. Thank you very much. 
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Mr. Brown Mr. Rains, and myself come from the same section of 
the country and, of course, I, too, am concerned about legislation 
which would be fair to all segments of our economy. I assume it may 
have come to your attention that the Farm Bureau has indicated 
opposition to controls and want to see them, if I understand their 
position correctly, pass out June 30. Is that correct? 

Mr. Witson. I haven’t heard that directly from the Farm Bureau 
or any of the agricultural associations, that they wanted controls to 
pass out. I could understand it. I don’t think anybody, I don’t 
know of any segment of the economy that likes the controls. I think 
everybody would like them to pass out, as they affect them. I can 
understand it. I don’t like them either. 

Mr. Deans. Secretary of Agriculture, Charles Brannan, appeared 
before the Committee on Agriculture on April 24, 1951, and in his 
statement he says: 

On the basis of conditions the first 4 months of this year, it appears that the 
farmers’ hourly earnings for 1951, computed in the same way as the 1951 figure, 
may average somewhere around 90 to 95 cents. That is still well below the 
most recent estimates of hourly earnings of all factory workers, $1.56 an hour as 
of February 1951. 

I was just wondering if NPA is in a position to state whether the 
same factors entering into the determination of the farmers’ hourly 
earnings and the factory workers are the same factors. 

Mr. Witson. I could not answer it. I would not think they would 
be the same factors because of the different living conditions in the 
farm areasandsoon. I wouldn’t think that the factors were the same. 

Mr. Deane. Of course, we reported out of this committee a com- 
modity credit provision before, but we lost rather substantially on the 
House floor on that subject. 

The textile manufacturers claim that they must have the facilities 
of the commodity exchanges in order to carry on their operations. 

Have they advised with you? Do you know whether their claims 
are reasonable, whether they could get along with the type of controls 
that are provided for under this bill? 

Mr. Witson. As far as I know, they can. I have talked to textile 
people about it and to the best of my knowledge, since the proposals 
we make do not have any effect on hedging and so on, they could get 
along with the controls that are contemplated in this bill. 

Mr. Deane. Assuming that the situation in Korea should suddenly 
ease, what would you contemplate would take place in our economy? 

Mr. Wixson. I suppose certain difficulties would be inevitable, 
because it has certainly been obvious that as a Nation we blow hot 
and cold. When things are bad in Korea—but we have a plan. As 
far as I know, it is the plan of the Congress, judging by the appropria- 
tions you have given to go on to make America strong, along with the 
rest of the free world, and I presume we would proceed with that 
plan and get that strength and might that it seems necessary to have if 
we are going to retain our freedom. 

Of course, by that time, there may be other trouble in the world, 
indeed there are other trouble areas that certainly seem to be giving 
great concern to our people. 

Mr. Deane. This may not be characteristic of a good many of 
the small towns throughout the country, but I am finding that small 
merchants in my area are having some difficulty in moving their stock. 
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It may not be altogether because of the credit restrictions, but they 
say that the people are not buying and that they have this high- 
priced inventory and they are offering it almost at cost in order to 
move it. 

Have you found that to be true? 

Mr. Wuson. I have heard of it in certain lines. I think it was in- 
evitable. After Korea, many lines of goods, the prices were shot up, 
unconscionably in my judgment, and merchants are loaded with 
those high-priced goods. There doesn’t seem to be any reason for 
those high prices in the mind of the public, in certain considerable 
areas and, therefore, the buying has slowed up. I think that that is 
inevitable. 

Mr. Deane. Would you say that this situation is bringing on some 
of the criticism of the rollback of prices and those contemplated? 

Mr. Witson. It may be one of the reasons, but it is only one of 
them. 

Mr. Deane. Do you anticipate that there is going to be a levelling 
off and that these inventories will begin to move off the shelves? 

Mr. Wiuson. I think it is moving off. I think it is being liquidated 
in a number of places, admittedly at less than the exceedingly high 
prices at which it formerly was. 

Mr. Deane. Have you been able to determine the impact on the 
labor capacity, the labor reservoir in this war program? 

Mr. Wixtson. We have put together, as you probably know, a 
manpower policy committee that is making area by area studies of 
the manpower reservoir. So far we have not been seriously handi- 
capped in staffing the new plants, the new lines of production, but in 
another month we will have the result of this study which the man- 
power committee is making. 

I think we will have a better idea of what may be ahead of us. 

Mr. Deane. What is the extent of the women of the country 
being mobilized into this defense program? 

Mr. Wiison. Not to the extent that they were in 1941. There 
hasn’t been the need of it yet, but, of course, many women that went 
into industry never got out of it, so we still have that pool and it is 
working. It may be that as time goes on, we will have to do more 
recruiting of that group. 

Mr. Deane. Take the strategic materials of steel and aluminum. 
What percent of total production now is being made available? 

Mr. Witson. Made available for defense? 

Mr. Deane. For civilian use? 

Mr. Wison. For civilian use? 

Mr. Deane. Both. 

Mr. Witson. Of steel, only about fifty percent. I will have to get 
out my quarterly report. 

During the first quarter of the year, military requirements took 
less than 8 percent of steel production. It will be about 15 percent 
a age from now. When I say “military requirements,’ I mean 
only the requirements of the Defense Department for military end- 
items and the construction and maintenance of military installations, 
but I also attach great importance to certain other requirements. 
Take the requirements of steel for farm machinery and so on. 

I don’t mean to say ‘just as important,’ but of tremendous im- 
portance, because we have to keep that production up if we are going 
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to fight this battle on the scale that we are planning it, so that if you 
bring all these correlary lines’ requirements up, I would say that 
retty nearly 50 phen of our total steel production will go into those 
ines by the fourth quarter of the year. Of course, even before Korea, 
large quantities of steel were going into these defense-supporting 
activities, farm machinery, freight cars, oil wells, pipelines, and the 
like. So this whole 50 percent isn’t a net addition by any means. 

Mr. Deane. By that particular time, what will be the total steel 
production and what will be used? 

Mr. Witson. By that time, by the fourth quarter, steel production 
ought to be on the basis of about 107 or 109 million tons a year, and, 
therefore, they will be at the rate of 53 or 54 million tons a year going 
into those programs to which I believe a high priority should be given. 

Mr. Deane. How would that affect civilian construction? 

Mr. Witson. Proceed along with what, construction? 

Mr. Deane. Yes. 

Mr. Witson. You mean for the construction of new facilities for 
civilian production? 

Mr. Deane. Yes. 

Mr. Witson. I would think by the fourth quarter, this type of 
construction will be greatly reduced. 

Mr. Deane. You see more and more restricted use of steel in the 
civilian economy? 

Mr. Witson. For the next year. 

To come back to the point that I tried to make in my testimony this 
morning, we have at least another year during which we are taking 
vast amounts of steel and aluminum and copper and labor for the 
construction of these plants, for end items, steel plants, aluminum 
plants, and so on, oil refineries, all the things that are being done to 
guarantee an increased production by some time in 1952 and 1953. 
That is going to continue for just about another year. Then we will 
have the benefit of the increased volume and at that time, it seems to 
me, we can begin to bring civilian production up and eliminate, I hope, 
these controls. 

Mr. Deane. Just two more questions. As I read the press, it ap- 
pears that labor, to a certain extent, appears to be satisfied with your 
office. 

Is that true? 

Mr. Wiison. I hope they are. I don’t know any reason they 
shouldn’t be. Everything seems to be all right, as far as I know. 

Mr. Deane. I appreciate the fact that the executive branch of the 
Government has given you the authority that you need to carry out 
the severe problems that exist at the present time. 

My question is, have I gained the right impression that the execu- 
— aopertanns is not interfering with the job that you are trying 
to do! 

Mr. Witson. No sir; they are not. 

Mr. Gamsue. Mr. Chairman, I just want the members of this com- 
mittee to know I am very proud of Mr. Wilson. He is a constituent 
and on behalf of the Twenty-eighth District of New York, we are very 
proud of the great job he is doing and we hope he stays here during the 
whole course of this police engagement. 

Mr. Witson. Thank you. 

Mr. GamBue. I will not ask any questions. I will yield. 
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The CuarrmaNn. I will yield for a corresponding eulogy. 
Mr. Coun. Taking up where you left off, I want to refer to the 
Executive order of the President which established or provided for the 
conduct of the mobilization of the Government. I find at 10193, 
part 5, if I may quote— 

The Director may perform the functions conferred on him by the provisions of this 


order to such officers and agencies and in such manner as he shall, consonant with 
the law and provisions of the order, determine. 


Then I find that it does give you, as Director, full and complete au- 
thority over the mobilization effort of the Government. 

Mr. Chairman, I would like to have unanimous consent that this 
short order be inserted in the record at this point. 

Mr. Brown. Yes. 

(The information referred to is as follows:) 





ExecuTiIvE OrpEerR No. 10193 
[Dee. 19, 1950, 15 F. R. 9031] 


PROVIDING FOR THE CONDUCT OF THE MOBILIZATION EFFORT OF THE GOVERNMENT 









































By virtue of the authority vested in me by the Constitution and statutes, 
including the Defense Production Act of 1950, and as President of the United 
States and as Commander-in-Chief of the armed forces, it is hereby ordered as 
follows: 

1. There is hereby established in the Executive Office of the President the 
Office of Defense Mobilization. There shall be at the head of such Office a 
Director of Defense Mobilization, hereinafter called the Director, who shall be 
appointed by the President by and with the advice and consent of the Senate and 
who shall receive compensation at the rate of $22,500 per annum. 

2. The Director shall, on behalf of the President, direct, control, and coordinate 
all mobilization activities of the Executive Branch of the Government, including 
but not limited to production, procurement, manpower, stabilization, and transport 
activities. 

3. All functions delegated or assigned by or pursuant to the provisions of 
Executive Orders Nos. 10161 of September 9, 1950, and 10172 of October 12, 1950, 
shall be performed by the respective officers concerned, subject to the direction 
and control of the Director. 

4. In carrying out the functions conferred upon him by this order, the Director 
shall from time to time report to the President concerning his operations under 
this order and issue such directives, consonant with law, on policy and operations 
to the Federal agencies and departments as may be necessary to carry out the 
 eaoeting developed, the policies established, and the decisions made by the 

irector. It shall be the duty of all such agencies and departments to execute 
these directives and to make to the Director such progress and other reports as 
may be required. 

5. The Director may perform the functions conferred upon him by the pro- 
visions of this order through such officers and such agencies and in such manner as 
he shall, consonant with law and the provisions of this order, determine. 

6. Within the limitations of funds which may be made available, the Director 
may employ necessary personnel and make provision for supplies, facilities, and 
services necessary to discharge his responsibilities. 

7. To the extent that any provision of any prior Executive order or directive is 
inconsistent with the provisions of this order, the latter shall control. 

Harry 8. Truman. 

Tue Wuire Hovsse, 

December 16, 1950. 


Mr. Coin. Then turning to the chain of command, the diagram 
which I find in the Defense Mobilization pamphlet which I have here, 
I notice directly beneath the Office of Defense Mobilization, to my 
right in the diagram, is the Economic Stabilization Agency and di- 
rectly under that the Office of Price Stabilization and the Wage 
Stabilization Board. 
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Then I assume that any directive or order or regulation, adopted by 
any one of those two or three agencies is subject to your approval or 
disapproval, and may, by you, personally, be overruled. That is cor- 
rect, 1s it not? 

Mr. Witson. That is correct. 

Mr. Coxe. Following through with Mr. Deane’s suggestion, then, 
this committee and the Congress may assume that you do now and 
have since you have been the Director and will as long as you are, 
assume the responsibilities for these orders and see to it that they 
follow the line or the ideas or the philosophy that you believe should 
be followed in this mobilization effort? 

Mr. Wixson. Yes, sir. 

Mr. Cots. This is a little bit more difficult. Above you is desig- 
nated a box called “The President.’’ Of course, he is the Com- 
mander in Chief, not only of the armed services, but of your Agency 
and all other agencies in the executive branch. 

Mr. Wixson. Yes, and everything I do, of course, must be subject 
to his direction and approval. 

Mr. Cote. The question I am leading up to is this, Mr. Wilson: I 
came here during World War II and voted for price control and rent 
control, because I believed, as you have said, that in certain times of 
extreme emergencies, we must do those things which are necessary to 
carry out the war effort. 

I was here following World War II. I sat upon this committee and 
listened to the testimony of people who were not interested in that 
particular philosophy of Government, in my judgment. They were 
interested solely in maintaining controls for controls’ sake. Now I 
became rather disillusioned, frankly, in my attitude toward controls 
and I have felt that it was my job and my responsibility and my duty 
to see to it that no control, so far as I am concerned, shall be given 
over the people and the economy of this country, unless it was proved 
beyond, I would say, a reasonable doubt that they are necessary. 
Do you agree with that philosophy? 

Mr. Witson. I go along with it 100 percent. 

Mr. Coxe. Allright. Now, then, with that in mind, and having in 
mind what you said in response to Mr. Wolcott’s question, that the 
ordinary, shall we say, traditional methods of stabilizing economy are 
not sufficient, we realize that they were not used prior to the adoption 
of price control. 

Then, Mr. Wilson, we do not have, so far as I am acquainted, we 
have no real historical basis upon which to base a judgment whether 
or not they would operate; is that not correct? 

Mr. Witson. That is right. It is a matter of judgment only. 

Mr. Coxe. It then becomes a matter of judgment for men far more 
intelligent than I am and with a great deal more experience. 

Mr. Witson. I would not say that. 

Mr. Coie. What I am getting at is this: this is the question: Then, 
in what manner did you or those advisers of yours determine that a 
given time, shall we say ‘‘O” day has arrived and that we shall now 
place upon the people the price control policies? 

Mr. Witson. I might say that for the first month after I arrived 
here—it was a burning question. I came here about December 16, 
I think it was, and just at about that time the President had made a 
speech in which he indicated that price controls were coming. So I 
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spent a great deal of my first month here trying to correlate facts 
concerning that subject, and as to not only the necessity of it, but 
the reasons that that action might be necessary. Well, in that month 
I can tell you that prices began to go up at an alarming rate, a large 
part of the economy. I started off in saying in the first speech I 
made when I came to Washington, if there was anybody in the country 
who out-hated me on controls, I did not know who it was, and yet I 
finally came to the conclusion, again I admit just a matter of judgment 
from all the facts that I could bring in, that we just had to put a 
ceiling on prices or else we were going to make the dollar pretty nearly 
worthless. 

Mr. Coxe. Then, I am wondering if we had, last summer or early 
last fall—I am saying “we,” the Congress and the Executive—decided 
that the so-called traditional controls should be used, if there is a 
possibility that we would not be required to have price control. 

Mr. Witson. If we had used them maybe way back around Korea, 
if we had used those to the fullest possible degree—again now Monday 
morning quarterbacking to a certain extent because we have learned 
a lot—it may be that we could have held the situation in hand, but I 
was confronted by the fact that we had not done that from the out- 
site—— 

Mr. Cote. I understand your position. 

Mr. Witson. And prices had skyrocketed and they seem to be still 
in the process of skyrocketing. 

Mr. Cour. One other question that may bear upon this particular 
point. Beginning with almost as soon as the Defense Act of 1950 
was adopted, I began to notice an item in the paper every week or 
10 days where some official in the Government, in the executive 
branch, charged with some responsibility with respect to prices, 
would say, ‘Prices are rising and therefore quite soon you may expect 
price control, perhaps rationing, to take effect,” and, zoom, imme- 
diately prices would jump. Then when that level had arrived, some 
other gentleman would make the statement, ‘“"'wo months from now 
we may expect price control,’’ and zoom the prices would go up again. 
That is true, is it not? 

Mr. Wiuson. Yes; there was some of that. I had some of those 
fears, myself. 

Mr. Coxe. You cannot answer this question, I know, but I am going 
to say it and leave a question mark after it. It is my judgment that 
it was done with malice aforethought by this administration for the 
purpose of reaching an economic plateau of prices, whereby they would 
have high prices, in order that they would be able to show a great and 
large national income. I leave it with a question mark. You do not 
need to answer it. 

Mr. Witson. I would not try. 

Mr. Cote. I base that partially on the fact that Mr. Valentine made 
that statement last fall. He said that ‘Price control will not be put 
into effect until we have arrived at a certain plateau.”’ I do not know 
what all the background in connection with it is, but shall I say that 
we corn-row economic philosophers sometimes think there was some 
purpose behind it whereby some of the people at least, who like to see 
us controlled in every phase of our economy, helped it along. I am 
just throwing that out. 
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your conception of the responsibility of these agencies—Oflice of Price 

tabilization, Wage Stabilization, and so forth—with respect to the 
economy of the country, with respect to stabilization as against the 
freezing of prices and wages? 

Mr. Witson. Well, ‘‘freeze,’’ I think, is an unfortunate term. 
Stabilization is the concept we have of their operation. 

Mr. Coxsz. Does stabilization mean, therefore, as though we were 
on a scale and attempting to keep all the economy balanced? 

Mr. Witson. Well, yes; take into consideration all the factors and 
try to balance up; yes, that is right. 

Mr. Cote. Then that means, does it not, that each segment of the 
economy still may maintain a profit system and may have a profit in 
its operation? 

Mr. Witson. I hope so. 

Mr. Cote. Do you say that advisedly, you hope so? 

Mr. Witson. Yes. I willsay I believe so. I believe it does. Ido 
not believe we want to eliminate that. 

Mr. Cote. As you envision your responsibility, it is then that you 
shall maintain within the economy an operation so that each individ- 
ual business—not each individual, let us say class of business, shall 
operate at a profit. 

Mr. Witson. That is right. Because what good would it do us to 
expend our national wealth at the rate we are expending it and come 
out of the period broke? I think we ought to envisage coming out of 
it with a strong economy. 

Mr. Cote. lagree. In connection with CPR 22: I am not going to 
question you in detail about it, but I am using it as an over-all question 
of the philosophy of the operation of your office. 

The price regulation—CPR 22—is to assist manufacturers in con- 
nection with the roll-back of prices in the manufacturing of commodi- 
ties. 

This regulation provides that there shall be a roll-back, but in con- 
nection therewith a manufacturer may take into consideration his in- 
creased costs. That is based upon the philosophy that you have now. 

But, Mr. Wilson, there was a roll-back order not long ago, issued 
by Mr. DiSalle, where the producers of meat were required to take a 
roll-back without any consideration whatsoever of their cost. They 
were charged, first, last, and always with that roll-back, without the 
slightest consideration of the cost. 

This is contrary to your announced policy that prices should be 
“stabilized,” not frozen. It is contrary to your announced policy 
that each class of business shall operate at a profit. 

All right, second, I notice in addition to it, that statements are 
being made on the part of some of the officials under you, that they 
may be able to punch a hole in the ceiling of wages in order that they 
will be able to secure a rise in the wages of certain classes of people. 
Now, personally, I believe that people should be paid, I believe that 
they should have a sufficient amount of money with which to buy the 
things that they need, but I take that, also, into consideration when I 
say to you that there are, to me, at least certain maladministrations 
within the operation of your Office which does not follow on that 
philosophy all the way through. 


These three agencies are called stabilization agencies. -What is 
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Mr. Witson. That is the philosophy we are trying to work it out 
on, sir. We will, unfortunately, make some mistakes in so complex a 
thing and so tremendous a thing as our over-all economy. I guess I 
have to admit that that is more than a possibility. 

Mr. Cote. One thing more, which I must call your attention to 
along that line is that in your statement with respect to rent control— 
I cannot find it before me but I think the substance is that there shall 
be a fair rental for all the people. This is a rent stabilization amend- 
ment to the bill, but I notice, Mr. Wilson, that all rents which are up 
for control, they are frozen by this bill. They are not stabilized, 
they are frozen by this bill. 

Now I understand that Mr. Wood and his office has the right to 
make certain adjustments in connection with rents, but I point out to 
you at page 74 of the Federal Reserve charts on bank credit and money 
rates of business, which discloses consumers prices. You are familiar 
with it, I[know. It begins with food, apparel, all items, miscellaneous, 
fuel and way down at the bottom are rents and the reason for that, 
of course, is that rents have been frozen and not stabilized. 

Now, you are asking us to stabilize the economy and yet, in the 
same bill, you are saying to us that these people who have had their 
rents frozen, with all of their costs rising, their labor costs rising, their 
taxes rising, everything that goes into a rental proper rising, you are 
asking us to have them still stay under this ceiling and not be stab- 
ilized. 

Why should we not stabilize rentals, if we stabilize profits and 
wages? 

89 Wiutson. I will reply by reading this excerpt: 

Provided, however, That such individual and general adjustments in such maxi- 
mum rents as he shall deem appropriate shall be made to compensate landlords 
for increases in costs of operation and maintenance since the maximum rent date 
in the rent-control area, for which they have not been previously compensated. 

Mr. Coun. I understand the language and I also understand the 
operation of it under the language. I am talking about how the con- 
trol works. I am not talking about the language. 

Mr. Wison. I am going by the language. 

Mr. Coz. Now, let’s examine the language of the bill, in which 
you have two provisions. One would be for those rents which are 
now under control, toleave them as they are with all the various 
difficulties of the landlords and tenants attempting to get adjustments; 
two, those rents which are not under control. These rents are 
“stabilized”? on a higher level. This method of fixing rents will 
provide wide variations in rentals. They will not be fixed upon any 
sound economic basis. There will be no stabilization whatsoever, in 
my judgment. 

Mr. Mutter. Will the gentleman yield? If we can work out a 
formula that is in satisfactory language to control and stabilize rents, 
will you go along with it? 

Mr. Cox. I will go along with it a lot further. I don’t want to 
bind myself but I am extremely interested that this be a fair bill if 
we are going to have it. I don’t know whether I am going to vote 
for it. I may. I still have a lot of questions in my own mind to 
determine whether or not I am going to vote for the bill, but I cer- 
tainly will agree that it will help a lot if we can arrive at some sort of 
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fair and equitable treatment, not only of the landlord, but the tenant, 
and the manufacturer, the farmer, the renter, the wage earner, the 
consumer, and all of them. I think that is our job. 

One thing more and then I am going to quit. I notice that you 
have let out any amendments to title 5 of the Defense Production 
Act. Title 5 is with reference to wage disputes. 

Was there any reason for leaving that out of your bill? 

Mr. Witson. No, no. Is there any reason for not having changes 
in it? 

Mr. Cote. Yes. 

Mr. Witson. We haven’t given it a very good work-out yet. 

Mr. Coix. No, but in that connection, Mr. Wilson, it is being 
said tnat tne establisnment of the new Board is really an establish- 
ment of a new board to determine wages. Can you clear that for 
me and say whether or not you have any authority? 

Mr. Witson. Would you like to hear a more judicial explanation 
of it than Wilson is capable of? I have counsel here who has been 
working on it. I think it would be a much more judicial explanation 
than I am capable of giving. 

Mr. Mutter. I hope that the judicial reference is prophesy that 
will soon be realized. 

Mr. Bereson. The new Board, the reconstituted Board, is not a 
disputes board, as such. The jurisdiction of that Board is limited 
to three types of matters. One is regular wage stabilization matters 
which arise particularly under title 4. The only other types of 
matters that can go before that Board are labor disputes where the 
management and Jabor agree to submit the issues to the Board. 
There has to be agreement. 

Under this presently constituted Board, it is Executive Order 102 
something—TI don’t recall the number. 

Mr. Coxiz. I mean the authority is under this act? 

Mr. Brreson. The authority is under this act, as well as general 
authority, regardless of the act. 

Mr. Coir. That is very interesting. You mean that this Board is 
not created under the Defense Production Act of 1950? 

Mr. Bereson. It is not created under title 5 of the act. 

Mr. Cote. I know, but title 4. 

Mr. Bereson. It is created under title 4. 

Mr. Cote. That is right. 

Mr. Bergson. In addition to some of the strictly title 4 matters 
that may be presented to that Board, by agreement of the parties 
there can be submitted to that Board for determination or for recom- 
mendation such areas of dispute as the parties desire to submit to it. 

Thirdly, the President may certify to the Board disputes which 
affect the national defense effort for a recommendation, not for 
determination, as to what should be done to work out that dispute. 
If there is a work stoppage affecting national security, the President 
still has available to him the injunctive authority under Taft-Hartley. 

Mr. Core. Under what authority does the President or you deter- 
mine that you have the right to use the regulation? 

Mr. Brereson. I think the President has authority to get advice 
on any type of dispute that he wants. 

Mr. Cote. I never thought the President had—— 
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Mr. Bereson. It is the same authority he used when he established 
the Steel Fact-Finding Board when there was a steel dispute. This 
just happens to be a preconstituted board of that kind. 

Mr. Sone: Then under that general authority, the President would 
have the right to establish any board that he may determine to hear 
any wage dispute that may come up, just so long as they recommend 
it and not make final decisions. 

Mr. Brereson. That is right. 

Mr. Cox. In other words, he can call a few friends in and say 
you are here and you recommend that to me? 

Mr. Bereson. That is right. 

Mr. Gams. What if there were a labor stoppage? 

Mr. Berason. And if the President determined that the dispute 
affected the national interest, he would use the Taft-Hartley injunctive 
procedure such as he has in the past. 

Mr. Wotcorr. Mr. Wilson, I realize that rent control is a little 
bit out of your line. 

Mr. Witson. That is right. I try to get all the expert advice I can, 
for that reason. 

Mr. Wotcorr. Can you give us any information as to how they 
put this all in one basket? Never before have they mixed up rent 
control, which in itself is a very controversial subject. with another 
controversial subject, price control. That has never been done before. 
What advantage or disadvantage is there to it? Why did they happen 
to decide to throw it all in one basket? 

Mr. Witson. Well, because stabilization is one of the assignments, 
sir, and rent control came under stabilization, that is how we came 
to put it all in one basket as we proposed these various amendments. 

Mr. Wo corr. Are there any practical politicians down there 
advising anyone with respect to these things? 

Mr. Witson. I am afraid not, with the trouble we have been having. 

Mr. Woucorr. We are not practical all the time, but it seems to me 
rather peculiar that the administration would take a chance on adding 
to the dilemma by adding all the arguments against rent control and 
price controls and throwing it in one basket. 

As far as I am concerned, I think it is perfectly reasonable to handle 
the situation. I think it gives a little broader base on which to build 
our thinking, if not our objections. 

Mr. Wiison. I guess it was not a very politic thing to do. 

The CHarrMaAn. You would settle for stabilizing the entire economy? 

Mr. Witson. It is your country, give us the tools. 

Mr. Wo tcorr. Is it your understanding in the creation of this new 
Wage Stabilization Board, that the decisions of the new Wage Stabili- 
zation Board can in any manner, any degree, amend or modify or ap- 
peal any of the provisions of Taft-Hartley? 

Mr. Witson. We thrashed that out, sir, and I have the best legal 
advice that I can get that it does not. 

Mr. Wotcorrt. Directly or indirectly? 

Mr. Witson. That is my understanding. 

Mr. McKrnnon. In controls, cost of living is one of your considera- 
tions, isn’t it? 

Mr. Witson. Yes. 

Mr. McKinnon. And that figures in your paramount considerations 
affecting the cost of living? 
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Mr. Witson. Yes. 

Mr. McKinnon. Therefore, it is only logical that you would have 
rent control along with other matters affecting the over-all cost of 
living of your economy? 

Mr. Wiutson. That is right. 

Mr. McKinnon. And don’t you think it is a protection to the land- 
lord to have this figured in the over-all emergency, rather than be 
separated and kept on for years and years after the emergency is over? 

Mr. Wiuson. That seems reasonable. It seems reasonable to me, 
Mr. McKinnon. 

Mr. McKinnon. If I were in the landlord business, I would prefer 
to be tied in with the general economy. Going back a little ways in 
our discussion to the need for price control, you made your statement, 
which I thought was very good, to the effect that ‘‘give us another 
3 years and we will be up on a new plateau of living standards, that 
our productive facilities will be so increased we will have a high 
standard of living and at the same time maintain a pretty good 
mobilization, and if we don’t get into over-all war trouble, and if we 
can bridge the next 3 years without too much damage to our economy, 
that we can get away from the need for such controls.” 

Do you hazard such a guess? 

Mr. Wiison. I believe that the need can be eliminated. 

Mr. McKinnon. And it is an indication, according to what we have 
done in the past few months? 

Mr. Wison. That is right, sir. 

Mr. McKinnon. Then the very crucial thing is to maintain our 
productive facilities and maintain a good sound economy during the 
next 2 or 3 years? 

Mr. Wiison. That is right. 

Mr. McKinnon. Maintain the value of our money and our buying 
power? 

Mr. Witson. That is right. 

Mr. McKinnon. Then if we don’t have these controls, if we don’t 
have some meaning to the value of our money, if we don’t have some 
means to maintain a standard of living, and if we don’t have some 
allocation of where the materials will go, it is likely we will have a 
tremendous inflation and that our small business will be compelled 
to give up? 

Mr. Witson. I believe that is true. 

‘ Mr. McKinnon. So the controls will benefit the small-business man 
irst? 

Mr. Witson. It should help him materially. 

Mr. McKinnon. These men who are concerned about small busi- 
ness, they should be concerned about getting controls and allocations 
of materials? 

Mr. Witson. That is so. 

Mr. McKinnon. You mentioned in your statement, which I would 
like to emphasize, that so far the inflationary pressure has only been 
a pressure that has been psychological in effect, that only in the last 
month or two have we come into the impact of money going out into 
the market in the form of war procurement spending? 

Mr. Witson. I think there were evidences of inflationary effects— 
well, they began to come after, oh, July or August of last year, and 
when prices began to go up quite disproportionately as compared to 
rising costs. 
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Mr. McKinnon. A great deal of that was commodity speculation, 
wasn’t it? 

Mr. Witson. That was one of the places, one of the areas, but I 
think some consumer goods, for example. I think they went up quite 
disproportionately to rising costs. There has been an anticipation of 
costs. It is psychological again, yes; but to the fellow who had to 
buy some of these goods it wasn’t psychological. He had to lay out 
more money than he should have. 

Mr. McKinnon. And yet some of these retailers are in trouble 
because of having large inventories, because of trying to anticipate. 

Mr. Witson. They stocked up. The fact that they did, Mr. 
McKinnon, and that they are stuck with these goods and that the 
rise didn’t continue rather indicates, I think, that the price freeze 
we put on has had its effect. The goods aren’t worth today what the 
speculators thought they were going to be worth. 

Mr. McKinnon. People always rush in to buy if they feel that 
next week the prices are going to be higher. 

Mr. Wiuson. That is night. 

Mr. McKinnon. If they feel they have reached a plateau, they 
ease off in their buying. 

Mr. Wiuson. That is right. One other thing: I think the public 
has come to think now or come to believe that while the civilian 
economy has to be cut back, yet that the cut-back isn’t going to be as 
bad as they thought; goods are not going to be scarce and, therefore, as 
the rush to go into the market and grab anything they could is over. 
People are getting to be pretty discriminating, they tell me, in quite a 
few fields as to what they will buy at any price. 

Mr. McKinnon. In 6 or 8 months preceding, we did not put out a 
great deal of money in the way of war purchases. Now during the last 
2 or 3 months of this fiscal year we will spend more money or au- 
thorize the spending of more money than we did during the preceding 
8 or 9 months. Is that about right? 

Mr. Witson. Yes. For example, by the-end of the year the Govern- 
ment will be spending for hard goods—for example, war-material 
items—twice as much as they are spending now. I believe that the 
spending, and actual spending, payment for goods and services will 
be at the rate of 1 billion dollars a week by the end of the year. 

That is a lot of money going out without a proportionate amount 
of goods in the market to buy with it. 

Mr. McKinnon. The civilian-goods output is not increasing any- 
where near the same rate as the purchasing power that is being thrown 
into the market? 

Mr. Witson. No; it can’t do it. 

Mr. McKinnon. So a real tremendous inflationary pressure will 
come along? 

Mr. Wiison. Yes. Hence the efforts we are making now to stem 
that as best we can. 

Mr. McKinnon. You established high production records in GE 
for efficiency and putting out goods at a good competitive price, and 
increased the standard of living for America. Did you adopt as one 
of your philosophies more or less the idea of giving your mechanics in 
your shop the best tools possible to work with? 

Mr. Witson. Yes, sir. That is the only way you can get costs 
that would keep you competitive and be able to give more goods for 
more people at less cost. That is the only way you can do it. 
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Mr. McKinnon. If you had a superintendent of a plant who came 
in and said it is necessary for me to get a capital outlay of so and so 
to build a program of such and such, and we are going to need this 
investment and the tools to do a good job, and you had a confidence 
in that man, would you authorize the expenditure of that outlay? 

Mr. Witson. I certainly would. I would analyze it a little bit. 
I would analyze it, just as I would expect you to analyze the proposi- 3 
tions I bring, but, yes, generally speaking, I would certainly expect 4 
to let them go through with it. 4 

Mr. McKinnon. You wouldn’t analyze it so closely if you had con- 
fidence in the man coming to you as if you didn’t have confidence in 
the man? 

Mr. Witson. That would temper my analysis; yes. 

Mr. McKinnon. If you were a Member of the Congress, you 
would be more likely to go along if you had confidence in the man 
who wanted the tools with which to do the job? 

Mr. Witson. Yes; of course. 

Mr. McKinnon. Thank you. I would like to make one comment 
to my colleague, Mr. McDonough. You raised the point of Regula- 
tion X taking care of building needs. I would like to point out in 
my community of San Diego we are not going to be able to get many 
houses built. We have had Regulation X relaxed, but we are handi- 4 
capped by section 207 of the housing bill which provides that such 4 
housing must be financed through FHA on a sound economic basis. 4 
Many rental projects do not fit this criteria. 

If you will check around with the builders throughout the country, 
in San Diego or elsewhere, you will find this is true. I was in Memphis. 
at the Association of Home Builders Convention, and the builders are 
all crying that under the present set-up they can’t build houses for 
defense needs with the tools that we have given them. They want to 
make the mortgage risk a little broader for the defense need and just 
a mere relaxation of Regulation X isn’t going to build homes for us 
in these impact areas like San Diego. 

We are going to have to have a broader FHA title for financing. 

I only mention that in passing so as to keep the record straight that 
~~ the relaxation of Regulation X is not going to solve our housing 
needs. 

Mr. McDonoven. Together with the relaxation of priorities on 
materials and relaxation of the credit restriction. Mr. Wilson and his 
department has the authority to relax the priorities on materials. If 
you have put them both together in a defense area, you certainly will 4 
be able to build more housing than if you don’t. 

Mr. McKinnon. They can’t get the financing. 

Mr. McDonovau. I realize that that is a detail that Mr. Wilson 
may not have all information on at this time, Mr. McKinnon. 

Mr. McKinnon. I want to keep the record straight, that just a 
relaxation of Regulation X won’t get the housing. 

Mr. McDonovau. Alone I agree, but with relaxation of materials 
priority you can do a lot of building under private enterprise. 

Mr. Doturncer. Mr. Wilson, might I at this point make this 
comment: You spoke about GE. I have no interest in GE, but asa 
member of the State legislature in Albany several years back I had 
occasion to go through a GE plant. I was impressed with the plant 
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at Schenectady, and I am sure that the reason GE is so successful is 
because they did everything they could to please the consumer. 

I want to ask about the consumer angle. I have heard a lot of 
questions put to you today as to the producer’s angle. My colleagues 
want to know where the producer and the merchant is going to come 
off in this. I think if we are going to have a fair bill for the benefit of 
our country, the consumers’ rights must likewise be reckoned with. 
If we do not take care of his interests we will not have any kind of a fair 
bill. 

I notice on page 16 of your prepared statement, Mr. Wilson, you 
make some reference to the parity price which is to be set up, stabilized 
as of the beginning of the season. There is a change between this 
feature and the one that had been in the previous bill. I was wonder- 
ing whether or not, in looking at this, you were not going to give the 
consumer a substantial boost in prices at one time instead of piecemeal 
as heretofore. I was wondering, instead of giving him a boost, if that 
were necessary, by the difference in parity between the various months, 
whether you were not going to have a boost of such a high proportion 
that he would not be able to pay for it? 

Mr. Witson. I really do not think so; I do not think that it will 
work that way. In the first place, the swing between months would 
not. 

Mr. Douuincer. It will be done at one time? 

Mr. Witson. Yes. 

Mr. Douurneer. One provision will be made. If there is a dif- 
ference in parity 6 months from that point, will the consumer get the 
break in it? 

Mr. Witson. No. You mean if the parity level dropped 6 months 
after it was established? 

Mr. Douurncer. Yes. 

Mr. Witson. No; it would be for the whole selling season. 

Mr. Douutncer. The consumer will not be able to buy at that 
point, will he? 

Mr. Witson. Suppose there is a good crop. After all, the law of 
supply and demand comes in here, too. The price may drop well 
under the season if there is a good crop. We do not have to maintain 
that price, you know. 

Mr. Douurneer. There is truth in that, but during World War IT, 
Mr. Wilson, when I think we were more or less successful with regard 
to general food subsidies, at that time prices were kept down, I think. 

Mr. Witson. It cost an awful lot of money. 

Mr. DoturneGer. That is true; but it is costing the consumer just 
as much money now. With regard to the question of parity, you, of 
course, have nothing to do with it; Congress legislated that; but why 
are we trying to get away from the performance of it under World 
War II, at this time? 

Mr. Witson. We have argued a great deal about this subsidizing. 
Frankly, we would like to keep away from it if we can, and certainly 
we are not sure by any means that the steps that we are recommending 
may not preclude the necessity of going to subsidies. 

Mr. Douturcer. I do not like this question of subsidy, either, but 
it is either parity or subsidy for the farmers. It is a one-way street 
with them. Iam concerned about the consumer just as much as the 
merchant and farmer. If they do not prosper, if the consumer does 
not prosper, it will not work. 
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As to rent control, one of my colleagues thought it should not be 
recontrolled on an over-all basis but favored a continuation of local 
option, and I think your answer then was that you thought you would 
have torecontrol. I am not asking you the question, but I am answer- 
ing the question of my colleague theo you. If we went back to 
local option, would not we have to decide on local option for wage 
freezes and price control, and we cannot do that. They must be on a 
uniform over-all basis. I should think that this bill should provide 
not only for a uniform basis for price controls, rent controls, but all 
the other controls, because we have to take that into consideration. 

I was wondering if something would not be done by your organiza- 
tion to permit this bill to be amended, coming from you, so that we 
would be concerned with the consumers’ rights as well as the producers’ 
rights. I do not suppose you can answer that question right now? 

Ar. Witson. I cannot. Generally speaking, I think these amend- 
ments are in the interest of the consumers as well as others. I think 
— is a uniformity of sacrifice intended in the whole thing that is 
good. 

Mr. Douutneer. I was only asking those questions of you. I did 
not want to put you on the spot, of course, but because of the high 
regard in which the Members of Congress hold you, I thought if you 
made the observation that some of those things should be put into 
being, they would listen to you a lot more than to some of us. 

Mr. McDonoveu. Mr. Wilson, you estimate that in order to pro- 
vide adequately for the defense that we will need, under the present 
circumstances and future conditions we anticipate, according to your 
broadcasts on the radio, you have said that we would be able to pro- 
duce enough to make this country strong enough by 1953 to meet 
most any contingency? 

Mr. Witson. That is certainly my hope, sir. 

Mr. McDonoveu. In doing that, you estimate that that will con- 
sume about 20 percent of the national income of the Nation? 

Mr. Witson. Approximately that. 

Mr. McDonoveu. Which is a great deal less than the amount of 
the national income that we had to use in preparing ourselves for 
World War II, and to prosecute World War II? 

Mr. Witson. It is a great deal less. 

Mr. McDonoveu. In preparing ourselves for World War II and 
in prosecuting that war, we built and expanded many defense plants 
throughout the country, didn’t we? 

Mr. Witson. Yes. 

Mr. McDonoveu. Those facilities have not been dismantled or 
destroyed to any large extent, if at all. In many cases they have 
been transferred out of title from the Government to private hands, 
but they are available. Since we do not have to go to the extent of 
75 or 80 percent of the national income, like we did in the last war, 
why is it necessary to anticipate the building of additional defense 
plants for this war. when those facilities are either available under 
title of the Government or in private hands? 

Mr. Witson. That is a good question. 

Mr. McDonoveu. And to manipulate them for the purpose of 
building the defense. 

Mr. Witson. We are taking over — of those plants, Mr. 
Congressman. The only places that we are building new—independ- 
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ent-product plants—are where the existing plants, the available 

lants, just are not the kind of plants that are needed for the new 
ome of equipment that we require. Let me give you an illustration: 
I think of a great electronics plant that was built during the last war. 
I do not know whether it was built by the Government or private 
industry, but it turned out electronics. With the kind of electronics 
that you need today, that plant is just worthless. 

Mr. McDonoveu. Is it outmoded to that extent? 

Mr. Witson. Completely outmoded. You could not use it. 
I think of engine plants that you built, airplane-engine plants that 
you built. ell they are just worthless for the production of jet 
engines, of which we are planning to make some 18,000 a month. 
It takes tremendous plants and the old reciprocating-engine plants 
are not fitted for it. The test cells are worthless for them. 

Mr. McDonoveu. Is that more a matter of tooling than the build- 
ing of the structures? 

Mr. Wiuson. You provide great concrete structures for the test 
cells. The old reciprocating-engine test cell is not worth anything 
and the actual tools in it vary considerably from the reciprocating- 
engine tools. 

Mr. McDonoveu. But up to now we have stopped disposing of 
those as surplus plants. We are not selling them. 

Mr. Witson. No; we are taking many of them back, sir. 

Mr. McDonoveu. Holding them in inventory and using them 
where we can? 

Mr. Witson. Yes, sir. 

Mr. McDonoveu. And the amount in this bill for that purpose 
has been tailored with that in mind, what you have on hand and 
what you will need? 

Mr. Witson. Oh, yes. We have taken back many of those plants. 
Many of them were sold, thank goodness, with a clause that in an 
emergency they could be taken back. 

Mr. McDonoveu. Another question in regard to strategic mate- 
rials. I am referring to the fact that on two occasions the Congress 
felt that we should develop strategic materials and the President 
vetoed the bills on two occasions. There is nothing in this bill that 
ss for the development of strategic materials in this country. 

e are looking at what we have, looking at the operations that are 
now in production. We are hoping to obtain all we can from friendly 
foreign nations, but we are doing practically nothing, insofar as 
encouraging the development for strategic materials, that may be 
available in this country. 

Mr. Wiuson. We are doing it. That is part of the authority in the 
present act that would be extended in this bill. 

Mr. McDonoven. You say it is in the bill? 

Mr. Witson. It is in the present law; yes. It is in the present law 
and we are extending that, even opening up marginal mines and 
opening up mines for the production of tungsten that under normal 
commercial usages you would not have touched 2 years ago. We are 
opening up those mines, trying to get an increased amount of tungsten 
and other scarce metals by Government—— 

Mr. McDonoveu. Subsidy? 

“Mr. Winson. Payment. 
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Mr. McDonovueu. You mean you take an experienced miner who 
thinks he knows he has a vein of tungsten, or chromium or strategic 
material, and you will look into his background, you will finance him, 
grubstake him, send him out. 

Mr. Wiuson. That is what it amounts to. We know pretty well 
where there are a great many of those marginal operations, I mean 
marginal from the standpoint of normal commercial desirability, but 
you cannot stop at that today. You have to get the tungsten. 

Mr. McDonoveu. In other words, you are satisfied that we are 
developing the strategic metals that we need—we are not losing any 
time in trying to find what we have in the continental United States. 

Mr. Wixson. I think we are going ahead with it on the same basis. 

Mr. McDonoven. Do you think that we are running short of 
deposits of iron ore in this country? 

Mr. Witson. Yes; of high-grade iron ore. 

Mr. McDonoveu. Another question in reference to a section of 
your statement this morning, in which you state that authority is 
provided for subsidizing for the production of essential materials, to 
encourage the production of essential materials; but under the rent- 
control section, if we set a ceiling on rents, by setting a ceiling on rents 
we take off the market thousands of rental units, because the rent- 
control bill states that no one has to offer anything for rent, it is a 
voluntary offer to market. If you take those units off the market, 
what have you provided for to subsidize the individual to put it on 
the market? There is not anything in the bill that I know of and do 
you think that there should be? 

Mr. Witson. I think that question could be answered better by 
the agencies more immediately concerned with the problem. 

Mr. McDonoveu. It could become a critical situation and it was 
when rent control was in effect and since it has been decontrolled in 
many places, many, many thousands of unit shave come back into the 
market and because of rent control many thousands of units were 
taken off the market. Now, if on setting price ceilings on certain 
foods and other materials you find that production is reduced, you 
subsidize. You do it in agricultural production. You provide for it 
in the bill and many other commodities, but you do not provide in 
this present bill for any reentering into the market of rental units, if 
the price ceiling takes them off the market. Do you not think that 
something ought to be in there to encourage the property owner for 
bringing these units on the market? 

Mr. Witson. As I understand the situation, even under the rent 
control that is proposed, if this landlord you spoke of or were de- 
scribing, if he has a case and can prove unfairness and inequity, there 
are means by which his case will be checked and provision made for 
increased rental. That is my understanding, that he is not estopped 
by the over-all bill from getting reconsideration of his particular case. 

Mr. McDonoveu. No. Of course, the provision is made for 
appeal, review of his circumstances, cost of maintenance, his taxes 
and a fair return, but the decision is left with the Rent Expediter. 
In many instances that decision did not match with the property 
owner and the property owner found it more profitable not to rent 
than to rent under rent ceiling. 

There were thousands of rent units that were taken off the market 
on account of that. 
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Mr. Witson. I don’t know. 

Mr. McDonoveu: Since you leave the decision in the bill to the 
Expediter and he does not agree with the tenant on his cost of mainte- 
nance and you thereby remove from the market thousands of units, 
you have no other provision except the decision of the Expediter to 
determine whether that unit should be on the market. 

You do not believe that the bill should provide any subsidy for the 
property owner to put that unit on the market? 

Mr. Witson. I do not believe in subsidies. No; I do not believe in 
a subsidy for it. 

Mr. McDonoveu. Well, you believe in subsidies for other things? 

Mr. Witson. Well 

Mr. McDonoveau. You reluctantly believe in them? 

Mr. Witson. I reluctantly believe in certain subsidies, but I do 
not believe in subsidies over all. 

Mr. McDonoveu. But I do find that that is one unit that enters 
into the cost of living and will have an effect on the inflation of the 
country and if there is not some provision made for it, you are going 
to find that a lot of units are not on the market, and they cannot build 
because of certain building credit restrictions and priority restric- 
tions, so unless we look at that as a serious thing, as far as housing 
people during this defense period, we are going to run into a snag. 

You have no solution to that? 

Mr. Wiuson. Not with respect to subsidy aid; no. 

Mr. McDonoveu. That is all. 

The CuarrmMan. Mr. Widnall. 

Mr. Wipnauu. Mr. Wilson, you cited between 20 and 50 percent 
of some critical materials going into defense channels. I am par- 
ticularly bothered with what is happening with the hospital and 
educational building programs in the country. In many occasions 
they cannot get the critical materials needed for the construction 
program. 

Just recently I have been aware of turn-downs within my district 
by your authority of D. O. orders for items like steel and aluminum. 
Why cannot those D. O. orders be given for very vitally needed 
hospital-construction and school-construction programs when at 
least 50 percent of those materials are still available for civilian use? 

Mr. Witson. Well, there have been a good many cases like that, 
Mr. Congressman, and to the best of my knowledge, up to date a 
pretty good job is being done. I believe they are being given in a 
Jarge number of cases, where the need for it has been proven out. 

Mr. Wipnatu. Do you not have the absolute power to give out a 
D. O. order for either aluminum or steel in those construction 
programs? 

Mr. Wixson. If the need is proven, yes. There have been a great 
many of the cases investigated where the absolute need of it has not 
proven out on investigation. 

; on In your answer you mean substitute materials could 
6 used? 

Mr. Witson. No. Well, maybe the proposition deferred until we 
were in better times to use the materials. 

I do not say in your case that. I know anything about them, but I 
mean there is a great variety of these things that have come forward 
and a case made for them, an investigation disclosed that they would 
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be deferred. In many cases it has been agreed that they could 
be deferred until a time when we could use the material and labor to 
better advantage. 

Mr. Wipnau. The question has often been raised as to why a 
D. O. could not be obtained upon the listing of specifications with you 
for those materials and then the controlling authority could, in ob- 
taining bids, get their costs way down below the costs that are now 
recognized when they put a bid out for contract. They have no 
D. O. now and all the contractors that are figuring a contract include 
a figure in case they have to buy at black market. Now every single 
contractor I have talked to agrees that thousands and thousands of 
dollars of inflation go into those contracts because of their lack of 
knowledge as to whether or not they can obtain the materials. 

Could not, on urgently needed jobs, like hospital and school build- 
ings, those D. O. orders be given in advance of contract? 

Mr. Witson. Yes; they could get them in advance. If NPA or 
DPA agreed that a D. O. should or would ultimately be given for that 
job, I do not see why they could not get it in advance of the taking 
of bids, so that 

Mr. Wipnatu. Would that not be stabilizing expenditures within 
the economy and helping to keep costs down? 

Mr. Wiuson. Yes; I think it would be helpful to that end, sir. 

Mr. WipNALu. I am very much interested in another phase of this 
program, in which you are practically guaranteeing a profit to every 
businessman, whether he is a poor marginal producer or whether he is 
somebody who is operating a business efficiently. Does that not make 
it very difficult to turn down any kind of wage demand in the future, 
when you are guaranteeing a businessman a profit regardless of how 
he operates a business? 

Mr. Witson. Well, now, let us see if that is so. I do not figure 
that that is what we are doing. I do not figure that that is what we 
are doing. 

For example, let. us take this latest price order of Mr. DiSalle’s. 
Let’s say that he sets a price of $1 on a certain item that is made by a 
whole industry. It is my guess that there will be many units m the 
industry that cannot make a profit at that price. We are not guaran- 
teeing him—we are not guaranteeing to set him, the manufacturer who 
cannot make a profit at a dollar, we are not guaranteeing to give him & 
better price. We are going to do it industry-wide and the inefficient 
manufacturer certainly will not be able to make money to the extent 
that the efficient can. 

Mr. Wipna.u. Did I not understand you to say this morning that 
with respect to the marginal producer, to encourage his production 
and to get that production, even though he could not produce at a 
profit, he would go in there and in effect subsidize his operation? 

Mr. Wiuson. Oh, yes. I know what you mean now. Yes, in some 
few instances, where in the interest of defense we absolutely needed 
needed his production, could not get it otherwise, yes, that we would 
subsidize him in order to get that, believing that was in the national 
interest. Those cases will not be numerous, I assure you, but there 
will be cases. 

Mr. Wipnau. That does not mean that any Joe Smith can say he 
can go into production and get your backing? 
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Mr. Witson. Oh no, no. Just in cases where the lack of that pro- 
duction, inefficient as the manufacturer might be, in some cases, would 
be harmful to the defense effort, we want to be able to get the produc- 
tion, regardless. ‘That would only have to be an existing manufac- 
turer, whose production we were accustomed to using in the over-all 
economy. 

Mr. Wipnatu. That is all. 

The CuarrMan. Mr. Buffett. 

Mr. Burretrr. Mr. Wilsen, does the mobilization program envision 
a larger military productive capacity than that achieved in the 
last war? 

Mr. Wiuson. No. 

Mr. Burrerr. What percentage of it, would you say, that it poses? 

Mr. Witson. Well, taking it by dollars, existing dollars now, it is 
a little bit difficult to compare because the dollars were worth more 
then, I guess, but we got up to a production—maybe this tells the 
story: We took at one time as high as 45 percent of the total economy 
in World War II and this time we ought to take not more than 20 
percent of the total economy. 

Mr. Burrerr. What I am thinking of is in terms of physical output, 
matériel and that sort of thing. What will happen in percentage to 
the total that was turned out annually in World War II? 

Mr. Wiuson. In dollars—and that is the only measurement I can 
make of it offhand—it would be half that we turned out then. 

Mr. Burrerr. Then isn’t this committee in kind of a difficult and 
paradoxical position if it grants powers in this Defense Production Act 
that go far beyond the powers that were found necessary for twice 
as large an effort in that war? 

Mr. Wiison. I don’t think so. I think to maintain an economy 
where 80 percent of your national output is going for civilian goods 
and only 20 percent for war, I think it is much more difficult to main- 
tain the kind of an over-all economy you want than if you had an 
all-out war. 

I think you need more powers, I think it is much more difficult to 
operate. 

Mr. Burrerr. Have you considered the political consequences or 
implications, let’s say, of Congress attempting, deciding to give a great 
enlargement of the power to the Federal Government, when confidence 
in the political personnel of that Government, present company ex- 
cepted, is at a lower ebb than it has been in many, many years? 

Mr. Witson. To be perfectly frank with you, I pay no attention to 
the political implications. I don’t care about them at all. All I want 
to see is the agencies that have the job of making America strong, get 
the tools they need to do it. 

Mr. Burretr. The political implications that I am talking about is 
the confidence and morale of the people. 

Mr. Witson. Oh, yes, that is important. 

Mr. Burrerr. That is very important, isn’t it? 

Mr. Witson. Yes. 

Mr. Burret. And if the people see the Congress giving unlimited 
power to the folks in whom the people have no confidence is that going 
to affect their will to produce? 


Mr. Witson. Yes; [ guess it would. I guess it would. 
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Mr, Burrert. Is it not going to affect their will to produce if they 
find fant areas of inequality in the way these grants of power are exer- 
cised ? 

Mr. Witson. Yes; 1 think that that would follow. 

Mr. Burrerr. Let me explore an item with you here a bit. Iama 
little embarrassed at the illustration, but it is the only practical one as 
far as you are concerned, and you are from there, so it doesn’t make 
much difference. 

Mr. Witson. You aren’t going to bring up General Electric again, 
are you? 

Mr. Burrertr. Yes. 

Mr. Witson. I ought to be paid for the advertising I get that little 
concern. 

Mr. Burrett. Do you have any recollection of what their net earn- 
ings were for 1940? 

Mr. Wiison. Yes. 

Mr. Burrerr. About what were they? 

Mr. Witson. Net earnings were 56 million dollars in 1940. 

Mr. Burretrr. Do you know what the figure was on net worth, 
roughly? Was it 10 percent or 6 percent? 

Mr. Witson. You mean their earnings on net worth? 

Mr. Burrerr. Yes; on the capital. 

Mr. Wixson. I can’t remember. 

Mr. Burretr. What were their net earnings in 1950? 

Mr. Witson. 1950, 1 don’t know. That was my last year and—well, 
I will guess at it. I will guess at it. They made about 140 million 
dollars. 

Mr. Burrert. The dollar failure is not near as important from my 
standpoint as the net return on net worth. Here is my point 

Mr. Witson. I will tell you how much they made on sales. Will 
that do you any good? 

Mr. Burrerr. No; plant account and net worth. 

Mr. Wiuson. Well, the plant account, I can tell you. It increased 
in those 10 years 1,000 percent. I saw to that. 

Mr. Burretr. Net? 

Mr. Witson. Net, 1,000 percent. I spent 600 million dollars to see 
that that was true. 

Mr. Burretr. The net effect of a decade of war emergency has not 
been too unhappy as far as the stockholders of General Electric are 
concerned? 

Mr. Wixson. I saw to that, too. 

Mr. Burretr. How do you think that the people who have small 
rental properties feel the way they have been treated as compared to 
that and are still under control? 

Mr. Wixson. You have got me. I am not a real-estate operator 
and I admit I don’t know, and I am going to say I don’t know. 
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confidence in this war effort, that they should have certainly some 
approximation of equality of sacrifice. 
r. Witson. That is right. 

Mr. Burrett. What would be the effect on the American business 
picture if the Russians made a genuine bid for peace tomorrow? 

Mr. Witson. I forgot to bring my crystal ball. If you had told me, 
I would have brought it with me. 

Mr. Burrerr. Aren’t all of our efforts to be designed to achieving 
that objective? 

Mr. Witson. That is right. As far as I am concerned, everything 
we are doing, we get to this mighty position, it is more likely to bring 
about the time when the Russians will sincerely be willing to talk 
peace; yes. 

Mr. Burrerr. That objective is our objective today, tomorrow, 
and next week. 

Mr. Witson. I hope so. I hope it will always be. 

Mr. Burretr. And yet you told me that we don’t have any idea 
of what would happen if that came about? 

Mr. Wiuson. Oh, I have a lot of ideas of what would happen. It 
probably would take many months to determine all the questions 
that were left up in the air by that sort of a peace consideration. 
Then I suppose the Congress would have to decide whether, regardless 
of the offer of peace they were still going to go through and make 
America mighty against any possible change of mind on the part of 
the Russians. : 

I mean there were all of those considerations. I don’t know what 
Congress would decide to do. I know what Wilson would do if he 
were a Member of Congress and he had to vote. He would vote to 
get mighty and stay mighty, because maybe they would change their 
minds again. That is what I would do. 

Mr. Burrerr. We are all agreed on the getting-mighty point. 

Mr. Wiuson. Yes. 

Mr. Burretr. But we are entitled to have the best judgment of 
men in your position on how we should phrase these laws in the event 
that the objective that we are all working for should come about next 
week; isn’t that right? 

Mr. Witson. That is right. 

Mr. Burrert. This law, particularly this law, certainly. 

Mr. Witson. But I don’t think that that would make any great 
change. I don’t know if there is anything I pray for more than the 
day when they will come around and get reasonable and that we can 
look forward to that sort of a peace arrangement, but—— 

Mr. Burrerr. Here is the Wall Street Journal for today, for ex- 
ample. It carries a commodity column. They point out in that 
column that the commodities and futures index is the lowest in 5 
months and the reason for it is that there were rumors of peace. 

Now we are in kind of a complicated picture, aren’t we, when we 
get a business situation, so that if there was a gleam of light to come 
through on peace, business would fall out of bed? Shouldn’t we be 
trying to prepare for that? 

Mr. Mutter. May I ask the gentleman to yield? I was going to 
suggest that it is really unfair to ask a witness or even a Member of 
Congress as to what we are going to do with a rumor. 
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Mr. Burrert. Here is my point: You, Mr. Wilson, in my judgment, 
have one of the best industrial minds in America and here is a problem 
that is in front of us. It seems to me that if it isn’t asking too much 
of you—and I agree it is a tough one, it is the toughest problem I 
know of—that we ought to try and get the benefit of your thinking. 

Mr. Witson. I thought I gave Wilson’s opinion of what would 
happen when I said, I am sure, more than I eald have. I let my 
tongue run away with me for a moment when I said I don’t think we 
are a mature economy, indeed rather a pioneering economy, yet, and 
we are going to look forward to a high standard of living, and so on. 

Now, I believe, just as I believed in 1944 and 1945, when there 
were the peace rumors and the same things happened that you were 
reading in the Wall Street Journal, now the boys who play it safe, 
you know, no matter which way it goes, if you remember then in 1944 
and 1945, great committees here in Washington, congressional and 
senatorial committees said that the bottom was going to drop out 
and we were going to have, if I remember correctly, 12,000,000 people 
out of work, and so on and so on. 

I didn’t believe it then and I don’t believe it now. If you got 
into that very happy state, it would be a wonderful thing to be con- 
fronted with that possibility of cut-back, and so on, but I believe 
the economy would go on. I believe it is a selfsufficient economy to 
a large degree, but I also remember—and maybe I am drawing on my 
trip to Europe last week. I was gone 6 days last week and went to 
France and London, 6 days, you know, so I can talk freely as an 
expert now, but I did learn this much, that their needs in Europe are 
so great and someday, I suppose, they are going to find a way to get 
the wherewithal to satisfy those needs, 

In other words, I think our world markets are going to be tre- 
mendous and you add that to the demands of our own market, that 
even with our expanded production and our expanded work force, now 
over 63 millions of people, I believe that we can look forward; when 
that grand day comes, why, I think we will do all right. 

Mr. Burretrr. You think that we can do all of that in the absence 
of a dollar that is redeemable in some intrinsically valuable metal? 

Mr. Witson. Oh, let’s not get into that. 

Mr. Burrertr. Let me ask you this question, because this one is 
coming up presently. One of your associates issued an order rolling 
back cattle prices. Suppose there would come in, one of these days, 
one of the farmers, and propose that corporation profits be rolled back 
to the average of the years comprising World War IL. 

What effect do you suppose that would have? Would that be 
unfair? 

Mr. Witson. We are rolling them back. We have already done 
that. 

Mr. Burrerr. Wait a minute, your roll-back is that they can’t 
raise their prices unless they are making less than 85 percent. 

Mr. Witson. Eighty-five percent. Well, that is rolling them back. 

Mr. Burrerr. Well, 1946-48 corporation profits were roughly 
twice the average of World War II, according to these charts. 

Mr. Wiison. Twice the average of what? 
Mr. Burrerr. World War II. 








cer 
~ 


<—{] 2 SES 


co) 


. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 61 


Mr. Witson. You mean in dollars? 

Mr. Burrerr. Yes. 

Mr. Witson. Why not? They did twice as much business, three 
times as much business. To go back to that little business you were 
talking about, remember, without mentioning it again—I hate to 
talk about that outfit but since you brought it up, why, remember that 
to make those dollars, less than three times as many dollars in profit, 
they did over five times as much business. And they invested. Their 
plants were 38 million and they invested 600 million more. 

Mr. Burrerr. Their plant account was only 38 million in 1944? 

Mr. Wiuson. Yes; and we spent 600 million more. Shouldn’t that 
be off the record? I haven’t any right to talk about that corporation. 
I am out of it for life. 

Mr. Burrerr. If I were a GE stockholder, I would feel badly about 
your retirement. 

Mr. Wiison. Well, leave me out. I am going to hang on to the 
nine shares I have. 

Mr. Burretr. One more question: As I read your testimony, I get 
the impression that under this law, if it was enacted, the way you 
propose, the Government would have the right to actually fix the price 
of a quart of milk every place in this country; is that right? 

Mr. Wixson. I think that that would work out that way. They 
fix it now as I understand it. But they have the uniform right to 
fix it, is that right? They fix the price of milk. This business of 
keeping up with the law, this legal thing is a little too much for me 
when it comes down to the agricultural fields, 1 admit. 

Mr. Berason. There are two situations in milk. There are those 
where the prices are fixed under the Agricultural Marketing Act, and 
those where they are not. Under the present law there is a very, very 
complex formula provided for the fixing of prices in nonagricultural 


‘marketing areas. 


The results of that formula, when they have been considered, have 
been indicated that the prices that would have to be imposed in those 
areas were way out of line with the prices under theg Aricultural 
Marketing Act area. The prices would have been much higher in 
those areas. 

This bill gives the Secretary of Agriculture the authority to set 
ceilings in those areas, taking into consideration the prices that are 
to prevail in the agricultural marketing areas without going through 
this complex set of gyrations, you would almost call it, that the present 
law now requires. 

Mr. Gamsuie. You don’t know the low-down on that, do you? 

Mr. Wixtson. No, sir. 

Mr. Gamsue. They don’t want it to work. 

Mr. Wixson. All I know is I have the figures. 

Mr. Gamate. All I know is I was on the committee and they 
didn’t get what they wanted. 

Mr. Burrert. Policing the price of milk in every byway and hamlet 
in America will provide quite a few jobs, will it not? 

Mr. Mutter. Mr. Wilson, you have had a long hard day. It is 
surprising to me that you have retained your good humor. I will 
withhold most of my questions until another time, but I would like 
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permission of the chairman to enter in the record the charts that appear 
on pages 11, 42, 43, 74, 75, 76, 77, 78, 79, 80, and 81 of the Federal 
Reserve charts of April 1951, as supplied to us by the Board of Gov- 
ernors of the Federal Reserve System. 

Mr. Wo tcort. Reserving the right to object, I think some of us 
would like to look over some of those charts and look at the other pages. 

Mr. Mutter. I picked out the good ones for our side of the case 
and I picked them out because I think they answer some of the facts 
that were implicit in some of the questions addressed to you. I think 
that they show the true picture and it will avoid the necessity of my 
asking the witness many questions, but I have no objection to their 
being supplemented by other charts that the Federal Reserve Board 

ave us. 

y Mr. GamsBte. I thought this was noncontroversial. What do you 
mean by “your side of the case.’ 

Mr. Mutrer. Did I say ‘‘your side of the case’? I mean our side 
of the case. That includes all of us on both sides. 

Mr. GamBue. That is what I thought -you meant. 

(The charts referred to above are as follows:) 
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Mr. Muurer. Just this one subject and I will be through. When 
we tried to get an extension of rent controls about a year ago or a little 
more than a year ago, Mr. Brown fought very hard for an amendment 
which called for a stabilization of rents so that as they continue to be 
controlled the landlord, too, will get a fair deal. You contemplate 
by your rent-control provisions in this act, if enacted as you suggested, 
that that be taken into account and that they be stabilized. In 
other words, that the landlord get a fair return on his property. 

Mr. Wison. I certainly contemplate that. I just wouldn’t be in 
favor of it if he didn’t. 

Mr. Mutter. I imagine you also had in mind that when we 
brought the Defense Production Act before the Congress last year, 
we had in it provisions for general credit control, as well as consumer 
and real-estate credit control, which was stricken out. 

We also had in it provisions for control of commodity speculation, 
which was also stricken out. You are recommending, are you not 
that those provisions should be put in the Defense Production Act? 

Mr. Wuson. That is right. 

Mr. Mutter. Experience shows that we must have those kinds of 
controls if the entire over-all picture is to operate properly. 

Mr. Wixson. That is right. 

Mr. Mutrer. In other words, we can’t go in and control a part of 
the economy and let the rest of it run wild? 

Mr. Wuson. That is exactly right in my book. 

Mr. Woucort. I understand you are in favor of general credit 
controls by the President and not the Federal Reserve or other 
agencies? 

In other words, as I understand, I understand that you don’t, from 
my observation of your work, think you are not in favor of the Federal 
Government controlling every dollar, which is the lifeblood of the 
American economy? 

Mr. Witson. No; not controlling every dollar. I didn’t think that 
is what the gentleman meant. 

Mr. Wotcorr: Yes. A provision in the law, which was stricken 
out, gave the President authority to control every single dollar of 
private credit and that is why we struck it out. You are in favor of 
that, are you? 

Mr. Witson. Mr. Congressman, you mentioned before the com- 
mittee that the President had appointed—and I hope you will give us 
a chance to come up with the report and I don’t think you will see that 
we are going to control every dollar of credit but I think we are going 
to cover the credit in the places where it is necessary. 

_ Mr. Wotcorr. I didn’t assume that you knew the argument at that 
time. ‘ 
Mr. Wiuson. No; I did not. 

Mr. Wotcorr. Or you wouldn’t have answered the question in the 
affirmative? 

Mr. Witson. I never heard of it. I never heard of the arguments 
but I still believe—and I thought this was what we were talking 
about—the credits we were talking about this morning and the places 
that we spoke about it—that we still needed those— 

Mr. Wotcorr. You were thinking in terms of consumer credit? 
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Mr. Witson. Consumer credit and all of the items of credit that the 
Federal Reserve, the Treasury, and this committee have been working 
on. We have had these task forces at work and I think we have made 
some progress on the curbing of excessive credit that led to commodity 
speculation and items of that kind. I think that that is necessary. 
We are about ready, as I say, to come up with a report. I hope you 
will think it is a good one when it is laid before you. 

Mr. Wotcorr. That is why I didn’t go into the matter further this 
morning. Mr. Multer, who is a pretty clever New York lawyer—I 
find it difficult to match my wits with him; I am from a small town in 
Michigan 

Mr.  hverie: I will retain Mr. Wolcott as my counsel any time. 

Mr. Wotcorr. I wonder if you understood the reason for the general 
credit provision was asking you to embrace that which enabled the 
Government to control every dollar of private credit, consumer or 
otherwise. 

Mr. Witson. I didn’t understand the point. I thought we were 
talking about the controls that we talked about this morning and, vice 
versa, the necessity of these direct controls and did we need certain 
of these other credit controls. I think we do. I think they will be 
helpful to the over-all situation. I don’t like to outline which ones 
we have decided upon, because, after all, I have a committee and I 
have to report to the President on them, and get permission to divulge 
the report. 

Mr. Mutter. Mr. Wilson, the entire theory of the Defense Pro- 
duction Act is that we delegate power to the President to control. 
He, in turn, delegates to the agencies that he either brings into being 
or those that are in existence. Our experience, up to the present 
moment, is that wherever agencies were in existence that could be 
used, they have been and are being used. 

Mr. Witson. That is correct. 

Mr. Mutrer. Now, if we gave the President the power to control 
all credit, every dollar of credit, no matter where it emanated— 
private consumer, real estate, bank credit—although a large part of 
that is now vested with the Federal Reserve Board, isn’t it your think- 
ing that he would let that stay there unless and until they came to the 
kind of conflict which required the President to step in and resolve the 
conflict, just as, if there is conflict within any of the agencies today, 
the final say would be the President? He would have to resolve that 
conflict. Isn’t that the way to handle this situation? 

Mr. Witson. I don’t know what he would do with it. Fam not 
going to tell you what the President would do with it or what he ought 
to do with it. As far as the franchise that my committee was given, 
which consisted of the Secretary of the Treasury and the head of 
Federal Reserve, it was a comparatively narrow franchise; compara- 
tively narrow. I don’t like to divulge what they are going to come 
up with on that unless you insist. I do agree, however, that the 
Government should have the authority to take steps in control of 
credit in all areas. 

Mr. Mutter. I think the point is that when you get into an all-out 
emergency, just as we need one commander in chief of the military, 
we need one commander in chief of the civilian effort. If there are 
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oing to be any arguments among the various agencies brought into 
eing to do the job, you must have a man at the top who is going to 
eliminate any conflicts. 

Mr. Witson. That’s right. 

Mr. McDonovau. Throw the Constitution out the window. 

Mr. Mutter. We have had that argument so many times it is 
hardly worth noticing. 

The CHartrmMan. We thank you, Mr. Wilson, for your spendid 
statement. It was very clear and convincing and we know the great 
organization over which you preside is in very safe hands. 

Mr. Wiuson. Thank you. May I say that the various items of 
additional information that you wanted for the record, we will see 
that they are supplied promptly. 

The CuarrMan. You may insert anything you desire. 

We will adjourn at this time until tomorrow at 10 a. m. 

(Whereupon, at 4:40 p. m., the committee adjourned to meet at 
10 a. m., Wednesday, May 9, 1951.) 
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WEDNESDAY, MAY 9, 1951 


House oF REPRESENTATIVES, 


ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Members present: Messrs. Spence, Brown, Multer, O’Brien, Ad- 
donixio, Doilinger, Bolling, Burton, Fugate, Kluczynski, Gamble, 
Kilburn, Cole, N icholson, Buffett, and Betts. 

The CuarrMAN. The committee will be in order. 

The House meets at 11 o’clock today. The first order of business 
will be a roll call, but it is necessary to proceed. I regret the number 
of members present at the start of the meeting. 

The first witness will be Mr. Lovett, Deputy Secretary of Defense. 
Mr. Lovett has had wide experience and we are delighted to have you 
as a witness. 

Mr. Lovett, you may proceed as you desire. 


STATEMENT OF ROBERT A. LOVETT, DEPUTY SECRETARY OF 
DEFENSE 


Mr. Loverr. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, the Secretary of Defense has asked 
me to express his regret at his inability to appear before you this 
morning, but, as you know, he is under obligation to continue testi- 
mony before the Joint Senate Armed Services and Foreign Relations 
Committee. 

He has, therefore, directed me to present very briefly the views of 
the Department of Defense on certain broad aspects of H. R. 3871 
currently before this committee. The Chairman of the Munitions 
Board, a statutory agency of the Department of Defense, will present 
our views in greater detail. 

While the Department of Defense and the armed services are 
naturally interested in the over-all implications of this legislation, 
we have a very direct and compelling interest in certain portions of 
the bill and it is to these that I should like to address my remarks. 

First, as to the necessity for the extension of the Defense Production 
Act of 1950, now scheduled to expire on June 30, 1951. I am sure 
you gentlemen are aware of the fact that we are at present in the 
very early stages of defense mobilization and that the full impact of 
military programs will not, in my opinion, be felt by the economy 
until this coming winter and, more particularly, in the calendar year 
1952 and the winter of 1952-53. For this reason, we cessialis 


urge the extension of the necessary authorities for 2 years. 
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The rate of expenditures in the budgetary sense for deliveries under 
our —— has increased about 300 percent per annum in the past 
year. The total expenditures in the fiscal year 1951 will be about 
$19 billion and in the fiscal year 1952, we estimate them to be over 
$39 billion for the three military departments alone. These are 
expected deliveries arising out of past and current obligations. This 
rate of deliveries means that there is back in the productive machine, 
as a result of lead time, vast amounts of raw materials and unfinished 
materials. Shortages in certain fields are sure to develop and author- 
ity, in our opinion, will be needed to deal with these situations. 

It is these reasons among others that lead us to urge the necessity 
for continuation of those sections of the Defense Production Act of 
1950 relating to pr orities and allocations. 

The third area in which the Department of Defense has a vital 
interest lies in the sections of the act relating to the expansion of 
productive capacity and supply. The armed services are doing their 
utmost in cooperation with industry to accelerate the production of 
the necessary end items needed to provide initial equipment and to 
modernize our authorized military forces, and also to supplement the 
efforts of our allies by providing certain equipment authorized under 
the mutual defense assistance programs. 

In an effort to avoid the enormous costs of production and storage 
of large war reserves and the wastefulness through obsolescence of 
certain weapons occasioned thereby, we are endeavoring through the 
expansion and multiplication of production lines in being to spread 
the mobilization costs over a period of time by careful scheduling and 
thus provide a rapidly expandible mobilization base on a going-concern 
basis rather than on a warehouse and storage basis. 

The continuity, therefore, of the productive effort is of tremendous 
importance in our plans and the reliability of supply and the growth 
of productive capacity is of cardinal importance to us. In order to 
provide 18 divisions, plus a number of regimental combat teams and 
supporting units with their initial equipment and a reasonable mobili- 
zation reserve by July 1, 1952, we will need to face many emergencies 
in production if we are to keep up to schedule. 

The problem posed by equipping 95 wings for the Air Force within 
the same time limit raises at once the question of the urgent and 
competing demand for certain types of machine tools, electronic 
equipment, and so forth, and the schedules cannot, in my opinion, 
be met unless authority exists somewhere to act promptly and, if 
possible, ahead of the event where shortages develop in critical items. 
The Air Force must have live production lines as an essential part 
of its mobilization and combat reserve. 

Similarly, in the preparation of 1,161 combat vessels by July 1, 
1952, for the Navy and Naval Air requirements, expansion of facilities 
will be needed. Here, too, there must be a determination of priorities 
in several areas of critical items. 

On top of these requirements are the obligations undertaken by 
this country for meeting the needs of certain of our allies, notably 
those in Western Europe under the mutual defense assistance programs. 

It is our estimate at this time that somewhere between 18 and 20 
percent of our total national output will have to go into over-all 
defense production in 1952. 
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For the reasons I have given, we, therefore, respectfully urge favor- 
able action by the committee in the area of expansion of productive 
capacity and supply. 

The items I have mentioned above are, as I have said, of peculiar 
and direct concern to the Defense Establishment. There is, however, 
one additional area of overriding importance in which the Department 
of Defense is greatly concerned, both from the point of view of the 
quantity of end items we receive and also in connection with the 
handling of our budgets. This, of course, is the matter of attaining 
some reasonable stability in prices. Our budget estimates are based 
on current price levels. Inflation or substantial rises in prices has the 
effect on our procurement program of reducing the end amount 
delivered to us. 

For example, between April 1950 and April 1951, out of every $10 
billion appropriated to us, we lost about $2 billion worth of goods 
through price rises alone. 

A few examples of this may serve to point up the problem and 
indicate why our interest is so lively in this program. 

Ten months ago, the Army was paying $160,000 per unit for heavy 
antiaircraft guns. By March, the price of these same gun units had 
risen to $250,000, or by 56 percent. We, obviously, will get less guns 
for the same money originally requested in the budget. 

In hearings before a House Armed Services subcommittee on Octo- 
ber 3 last year, the Under Secretary of the Air Force translated the 
price rises up to that time into dollars and applied this increase 
against the construction of aircraft and related material appropriation 
estimates. 

The programwise shortage was figured to be the equivalent of 750 
F-86 fighter aircraft. 

In summary, it is the best judgment of the Department of Defense 
that the authority in this act should be continued and that the amend- 
ment of the act in certain particulars is of the greatest importance 
in the interest of our national security. We do not see how the 
military targets set and the approved schedules can be met without 
some such legislation carrying powers to be exercised with discretion, 
so that the degree of action taken may be fitted to the need as it 
arises in the unforeseeable future. 

The Department of Defense, therefore, respectfully recommends 
favorable action on this bill. 

The CHarrMan. Mr. Lovett, the Government of the United States, 
being the greatest purchaser of goods and services in the world is 
probably more deeply interested in this than any other person or 
organization, isn’t that true? 

Mr. Loverr. That would be my understanding, sir. 

The CHarrman. And the loss of guns and tanks and ships, by 
reason of the decrease in the purchasing power of the dollar is equiva- 
lent to the loss on the battlefield? 

Mr. Lovett. That is correct, sir. 

The CuarrMAN. Because they have to be replaced. That is your 
interest in this, that you want to see the purchasing power of the 
dollar maintained in order that you may purchase the things that 
are necessary for our defense? 

Mr. Lovett. Mr. Chairman, that is one of our interests, directed 
toward the control of inflationary movements. Our other interest, 
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of course, is to make sure that there is an inflow of materials thro P 
appropriate allocations and priorities, so that the schedules can 
met even in a stable price structure. 

The Cuarrman. I se you said in fiscal 1951 your expenditures 
will be $19,000,000,000 and in 1952, $39,000,000,000? 

Mr. Lovert. That is correct, sir, in the three military departments 
alone, Mr. Chairman. 

Mr. Bouurne. Mr. Lovett, I presume that your rather general 
statement with regard to inflation, includes a specific approval of 
rent, wage, and price controls? 

Mr. Lovert. Mr. Bolling, the Department’s interest in the over-all 
matter of inflation, I believe, is obvious. The details of certain meth- 
ods of control, as, for example, rent are matters which lie somewhat out 
of our province and more in the civilian field. However, we do have 
an interest in the subject because of the impact on our camps, posts, 
stations, and defense plants. The technique, in other words, is a mat- 
ter on which we are not as competent as the experts in the other 
branches of the Government. 

Mr. Bouurne. But the end result must be achieved, if we are to 
meet our authorized military goal? 

Mr. Loverr. That is correct, sir. 

Mr. Fucate. Mr. Lovett, I observe that you say that for every 
$10,000,000,000 that has been spent, that costs have risen $2,- 
000,000,000. That is approximately 20 percent and an antiaircraft 
gun that cost $160,000 at the beginning of the Korean incident now 
costs $250,000. That is an increase of about 59 percent. 

Mr. Loverr. Fifty-six percent, sir. 

Mr. Fueare. Can you tell us why that is true? Mr. Tobin yester- 
day before one of the committees said that the cost of living had in- 
creased about 8 percent. There are reasons for these increased costs 
and I would like to know if you can give us some light on that. 

Mr. Loverr. Well, sir, I don’t think anyone can identify any single 
reason. I think it is a combination of a variety of reasons. Yor ex- 
ample, into a heavy antiaireraft gun unit there go the basic materials 
of steel, copper, aluminum; there go the electronic equipment and the 
highly specialized gearing that is involved, so that there would be in 
that particular item costs of material, costs of labor, and the reflection 
of the over-all cost rise throughout the economy. I believe that that 
particular type of item is perhaps less easy to identify costs in than 
some within our more common experience. To try to be more fully 
responsive, I have some tables here which we used to try to judge the 
effect and I will select one. 

Mr. Fueare. Are these contracts let by bid or negotiations? 

Mr. Loverr. Those particular contracts were let by bid. The au- 
thority to contract by negotiations only came after the declaration of 
the national emergency situation. ber 

Mr. Fueate. These increased costs are justifiable in your opinion? 

Mr. Lovert. In those instances I believe they were, sir, in that they 
merely represented a change in facts. 

If you will permit me, sir, in an effort to be fully responsive, there 
are certain items of our common civilian experience where the cost 
differences will, I think, be clearer than in that vast complex of a heavy 
antiaircraft gun unit which involves so many others. If we just take 
one item I think we will see what has happened. 
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Let’s take, for example, a truck, pick-up, one-half ton, four by two. 
In April 1950 the cost of that was $952.62. January to February 
1951, quotes on that same item $1,154.41 or an increase of 21.2 percent 
in that item. 

Perhaps, if you would select an item, it might be on this list, if 
there is some particular thing in your mind. 

Mr. Fueatr. Well, a tank. 

Mr. Loverr. A tank. A tank is shown here by components, sir,, 
motors, treads, and so forth, but we can take other items that I think 
will bring the point out as clearly. Let’s take a simple thing like 
steel wool, which is in common use, both by civilian and military serv- 
ices. Steel wool was 21.8 cents a pound in April 1950, and in Jan- 
uary to February 1951, the same item was about 35.09 cents, an 
increase of 61 percent. 

Burlap, 40-inch jute burlap, was up 101 percent in the same period 
of time. Sack burlap was up 107 percent. That experience, sir, 
runs through the entire list in greater or lesser degrees. 

Mr. Fuaatsr. Does the cost come primarily in the raw material or 
in the processing of the material? 

Mr. Loverr. It comes in both aspects, sir. I should think that 
the larger item would be in the processing, since the greater labor 
element would be in there. 

Mr. Fuearte. It has been higher for materials for defense purposes 
than it has for the civilian items for peacetime business, has it not? 

Mr. Lovert. In certain items, sir. It is very difficult to generalize 
on that. Some items of common use are on exactly the same level as 
the civilian economy. Some items that involve excessive amounts 
of labor as compared with civilian items or excessive amounts of 
material are higher. 

Mr. Fuearte. That is all. 

The CHarrMan. Do any other members have any questions? If 
not, Mr. Lovett, you may stand aside. 

We will call Mr. Small, Chairman of the Munitions Board. We 
are very glad to have had your testimony, Mr. Lovett. 

Mr. Loverr. Thank you, sir. 

The CHarrMAN. Mr. Small, you may proceed as you desire. 

Mr. Smauu. I have a prepared statement here which I will read if 
you will permit me. 


STATEMENT OF JOHN D. SMALL, CHAIRMAN OF THE MUNITIONS 
BOARD, AND GEN. COLBY M. MYERS, DEPUTY DIRECTOR OF 
INSTALLATIONS 


Mr. Smauu. I am appearing before you today to urge the extension 
of the Defense Production Act of 1950 for 2 years until June 30, 
1953, and in support of the amendments thereto which are before this 
committee for consideration. 

I would like to refer to the progress which already has been made in 
meeting the military requirements that have been set up as prime 
targets of the mobilization effort. Under the congressional authority 
contained in the original Defense Production Act, passed by Congress 
last September, the Defense Department has been able to place orders 
for modern weapons and the other requirements of war, for ourselves 
and for our allies, at the rate of nearly a billion dollars a week. For 
the 9-month period since the Korean attack, the Department has 
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obligated over $23,000,000,000, out of a total of $32,000,000,000, 
which thus far has been made available in the fiscal year 1951 for 
procurement and construction. In addition, another $1,000,000,000 
was obligated in the January to March quarter of the stockpiling of 
strategic materials. 

Of course, deliveries under these orders have not proceeded at a 
rate in any way approximating that of placing the orders, since much 
of the equipment ordered requires a long “lead time’’ and their de- 
livery necessarily can occur only months after the actual placing of the 
order. Nevertheless, deliveries have continued to rise steadily, and 
it is estimated that deliveries in fiscal 1951 of hard goods, soft goods, 
and construction will total about $11,000,000,000, including the de- 
liveries from funds appropriated for prior years. During 1952, how- 
ever, deliveries will increase sharply to an estimated total of $38,000,- 
000,000, including the mutual defense assistance program. 

We hope, if war does not come, that 1952 will be the peak year of 
defense appropriations. It probably, however, will not be the peak 
year for deliveries. Without knowing the level of appropriations 
necessary in fiscal 1953, we can be as certain as we can of anything 
that deliveries, including those from prior year funds, will exceed those 
for fiscal 1952. 

Progress has also been made in stockpiling. Although purchase 
orders for stockpile materials have not been given a priority rating, 
controls exercised over material supplies has contributed to the availa- 
bility of materials for the stockpile. And we hope control of materials 
will have a substantial continuing effect in assisting us to meet stock- 
pile goals. Stockpiling is, of course, a tremendous undertaking and 
one of a long-term nature as compared to that of meeting the immedi- 
ate military demands. The continuance of the Defense Production 
Act will be essential to accomplishing stockpile objectives. 

The progress that we have been able to achieve in the production 
and procurement of the materials and items needed to meet military 
requirements could not have been achieved without the statutory 
authority provided by the Defense Production Act. Without it, 
neither materials nor productive capacity could have been obtained 
on time to meet a minimum mobilization schedule. However, the 
act is due to expire, according to its present terms, on June 30, 1951. 
If that were to occur, it would be fatal to our whole program of a 
military build-up. 

I think that it is self-evident that the act must be extended until 
June 30, 1953, in order that we reach the production and procurement 
targets which have been established as our prime objectives for the 
next 2 years. It should be remembered that, in spite of the strenuous 
efforts which have been made through the stepped-up procurement 
program to meet the goals of military requirements, we would be de- 
ceiving ourselves if we were to assume that the maximum production 
and procurement effort had been made and that we could now relax 
our efforts. What we have done so far, as the President pointed out 
in his message to Congress of April 26, 1951, consists essentially of 
laying a solid basis for future efforts. 

Our procurement goals are always contingent upon the develop- 
ments in the international situation in general, and in Korea in par- 
ticular. But even assuming that the situation in these areas remains 
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relatively stable, still the major impact of our military build-up on the 
Nation’s economy is yet to come. 

The maximum production impact, as measured by requirements for 
raw materials, rather than by appropriations or any other way, will 
probably occur in calendar 1952. In addition, deliveries of military 
equipment will rise for a time thereafter, before reaching the goals 
deemed necessary if our armed forces are to be properly maintained 
to the extent that the national security demands. Therefore, it is 
clear that the next 2 years will be a crucial time for our mobilization 
effort, and that not only the authority presently provided by the 
Defense Production Act but some additional authority, will be needed 
until we clear the production and procurement obstacles that must 
be overcome before we can take any assurance that our industrial 
and military strength is sufficient from the point of view of national 
security. The amendments to the Defense Production Act which 
have been proposed will provide the additional increments of authority 
which will be needed to sustain the production and procurement 
effort that we must make. 

In my testimony, I will endeavor to confine my comment to those 
particular amendments which affect my own field of responsibility, 
having to do with the production and procurement of military items, 
and merely make passing observations concerning those provisions 
which are directed more at the stabilization effort than toward the 
military build-up. 

The first major amendment, which is of interest to the Department 
of Defense, is that which would add a new section 202 to the present 
act under which condemnation authority would be given to the 
President. Insofar as production equipment and facilities are con- 
cerned, authority is provided in the requisition title of the present act. 
However, with reference to command facilities, new authority is 
required. By the terms of the proposed amendment, the President, 
when he deems it necessary in the interests of national defense, could 
institute proceedings in any court of proper jurisdiction to acquire by 
condemnation, any real property, facilities, temporary use thereof, or 
other interests therein, together with any personal property located 
thereon or used therewith. Under existing authority supporting 
Government condemnation of private property, condemnation is not 
granted as a right but is merely permissive, and, moreover, the pro- 
cedures that must be followed require long delays before the court 
may grant the right to condemn. 

The proposed amendment to the act will allow immediate possession 
to be taken by the Government of the property needed for the national 
defense upon the filing of the condemnation petition. Under the 
extremely heavy public works programs which are anticipated within 
the Department of Defense during the present national emergency, it 
is imperative that the defense construction program be accomplished 
with a minimum of delay. In providing the authority for the im- 
mediate taking of property against which a condemnation petition 
has been filed, the amendment to the Defense Production Act still 
preserves the full scope of the judicial procedure authorized by exist- 
ing law for the protection of private parties. Thus the amendment 
has the dual virtue of expediting the defense effort while at the same 
time fully preserving private property rights. 
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There are two important changes which the proposed amendments 
to the Defense Production Act would make in the present section 303, 
which now provides authority for the expansion of productive capacity 
and supply. The first is the deletion of the word “raw” which now 
precedes the word “materials” in line 3 of the present section 303 (a) 
of the act. The object of this is to permit the authority now given 
for the purchase of, or commitments to purchase, metals, minerals 
and other raw materials to be utilized in certain cases with reference 
to materials generally including end items. 

Under the presently existing authority to enter into long-term 
purchase contracts, the Government has been able to agree to purchase 
specified amounts of producers’ output for relatively long periods. As 
the Secretary of Interior undoubtedly will point out, this authority 
has been particularly helpful in the case of mining of strategic minerals 
where marginal high cost mine shafts can only be brought into pro- 
duction if there is an assurance of a guaranteed purchase contract 
extending over a considerable period of time. 

Since military items in general, and the production lines which turn 
out these items, are made from metals, it is obvious that in this period 
of industrial and military build-up, that the availability of metals in a 
good measure determines the tempo of our mobilization effort. The 
guaranteed purchase contract authority has been of extreme impor- 
tance in raising domestic production of needed minerals and metals. 
It should be made applicable for use when necessary to assure increased 
production in areas of critical importance, particularly those such as 
tungsten, cobalt, and manganese. In the field of other materials, 
particularly end products, this device may be necessary, for example, 
for pool orders on machine tools and some types of electronics equip- 
ment. Government pool orders provide a means for aiding produc- 
tion and distribution of scarce items. Such pool orders are essential 
if we are to complete on time the tremendous job of “tooling up” for 
our military production scliedules. 

A second major addition to the present authority is the creation of 
a new section 303 (c). By the terms of this proposed section the 
President could make provision for subsidy payments on domestically 
produced materials, both raw materials and manufactured end items, 
in the meaning of the term under this act. This is a matter within 
the responsibility of the Defense Production Administration and they 
will explain the implementation of this authority. However, I would 
like to state that I do not understand that this is a general subsidy 
proposal. Moreover, it is my understanding that this form of aid 
would be used sparingly and only after a finding of fact. 

I might also point out that in the case of extremely critical minerals 
such as tungsten, cobalt, and manganese which | have just men- 
tioned, the authority already exists under section 303 (a), and is 
continued under the amendments, to increase production from 
marginal sources by Government contracts, although this authority 
has been but sparingly used. 

The proposed amendments to sections 303 (d) and 304 (a) of the 
Defense Production Act would give the President authority to aid 
facilities expansion by authorizing him to construct, operate, and 
lease industrial facilities, when, in his judgment, to do so would aid 
the national defense. Carrying out this additional authority he 
would be able to utilize existing government corporations or to create 
new ones if necessary. In short, these two amendments to sections 
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303 (d) and 304 (a) would provide the authority for a program of 
expansion of facilities, such as was carried out in World War II by 
the Defense Plant Corporation. 

Under the existing statutory authority, Government aid in the 
expansion of productive capacity is confined to the indirect encour- 
agement provided by accelerated amortization deductions for tax 
purposes, and by direct or guaranteed Government loans. The 
military departments have authority and appropriations for certain 
types of expansion of facilities by contract, to meet the increased 
demand for military end items. In each of these cases the Govern- 
ment participates in an expansion by private industry. As dis- 
tinguished from these activities, under special authorization, some 
expansion of facilities are undertaken directly by the military serv- 
ices, usually by contract, in areas where there is no civilian counter- 
part for the item produced, for example, ammunition depots and 
shell-loading plants. 

Where the military departments are the direct consumers, and 
where private industry is unwilling to invest with or without Gov- 
ernment assistance, it is appropriate that the responsibility for ex- 
pansion within the limits of appropriations made in aid of production 
of the end items should be that of the military departments con- 
cerned for increasing production. In areas of basic raw materials, or 
of end items of a civilian as well as a military use and in general in 
the area of defense-supporting activities, the military departments 
do not have the paramount interest in increasing production, nor do 
they have the necessary trained personnel to supervise construction 
and production nor the administrative and fiscal organization to 
undertake the broader activities of industrial production. It is 
obvious, too, that industrial expansions on the part of the military 
departments must be restricted, if the departmerts are not to be 
diverted from their prime responsibilities in the defense effort. 

Therefore, in addition to those areas covered by Government aids 
to private business, and those areas covered by expansion of produc- 
tive capacity undertaken by the military departments for end items 
to which I have just referred, there is a gap in the expansion of over-all 
productive capacity. That gap is the area in which the anticipated 
long-term civilian demand does not justify the investment of private 
capital in a new enterprise. The risk of capital investment is under- 
taken by the Government although obviously the management skill 
and know-how must be provided by industry itself through manage- 
ment contracts. Too, increased production is so closely related to 
the mobilization effort that the fluctuations of demand are beyond 
normal business risks. 

The undertakings in which private industry is willing, with or 
without Government assistance, to invest, will be left to private 
industry. The great bulk of financing of expansion of industrial 
capacity has been and will continue to be through private capital. 
Because of the unprecedented prosperity which American industry 
has enjoyed in recent years, generally the stimulus to private expan- 
sion has been sufficient to bring about most of the capital expansion 
needed in the mobilization effort. However, there remains an area 
similar to that under the Defense Plant Corporation in World War 
II financed expansion. The purpose of the proposed amendments to 
sections 303 (d) and 304 (a) is to provide the authority for these 
expansions, and for that purpose the Department of Defense recom- 
mends their enactment. 
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Section 104 and section 105 of the proposed amendments relate to 
price, wage, and rent stabilization. Although these particular 
amendments can be more adequately and expertly discussed by the 
representatives of the Economic Stabilization Administration, never- 
theless, the Department of Defense has interest in the achievement 
of a stabilized economy in this time of emergency and I will refer 
briefly to that interest. We can efficiently produce and procure 
materials and items needed for defense purposes only if inflationary 
pressures are prevented from pushing down the value of our currency 
and pushing up the cost of our mobilization effort. Mr. Lovett has 
just referred to the same subject in his discussion. 

As | said earlier, the maximum production impact of our defense 
effort will occur over the next year or so. When this impact is felt 
on our economy, its inflationary effect must be contained or else 
much of the industrial strength we have built up will have been dissi- 
pated by the increased costs that will result and the dislocations of 
price, wage, and profit which will ensue. To that end the proposed 
amendments on price, wage, and rent stabilization are directed. 
The Department of Defense, as the largest single purchaser in our 
economy, has a vital stake in the sufficiency of our stabilization efforts 
to meet the challenge that will be presented in the near future by our 
accelerated production and procurement program. 

In addition to the general interest which the Department of Defense 
has in the stabilization of wages and prices, the Department has a 
particular concern with reference to rent-control problems. The 
need for rent control on housing has become acute in certain areas. 
Much of that need has resulted from increased numbers of service 
personnel concentrated at seaports, shipbuilding yards, and military 
installations. The rapid increase in military personnel in those areas, 
where the rents have been decontrolled, has, in some instances, caused 
an exorbitant rise in rental rates. The military departments are 
prepared to cite specific examples and general statistics concerning 
conditions near military installations if the committee so desires. In 
addition to the squeeze which decontrol places on military personnel 
in some areas, the labor supply at essential defense plants is affected 
directly when high rents either deter the influx of prospective em- 
ployees, or contribute to the pressures for higher wages, and conse- 
quently higher costs of production of military items. The proposed 
legislation assists in achieving a stabilization of the national economy. 

In concluding my remarks I would like to reemphasize my earlier 
comment which is perhaps the most important one in my statement. 
That is, I cannot urge too strongly the extension of the Defense 
Production Act of 1950. Our national security demands that we 
continue the work which we have begun, and the backbone of our 
mobilization effort is the Defense Production Act. We urge that the 
Defense Production Act of 1950 be extended and amended in accord- 
ance with the provisions of the bill which is now before you. Thank 

ou. 

The CuarrMan. Mr. Small, will you briefly state the duties of the 
Munitions Board? 

Mr. SmMauu. Yes, sir. 

The Munitions Board is located within the Department of Defense, 
in the Office of the Secretary of Defense. One way of envisionin 
what the Munitions Board does and what it is there to do is to reca 
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that the three military departments together comprise the biggest 
business organization in the world. 

The three procurement secretaries, who are the men who handle the 
procurement, or the business aspects of this huge organization, are 
the members of the Munitions Board, of which I am the Chairman. 
That Board then, you might say, is a sort of board of directors hand- 
ling the business policy of the Department of Defense, including the 
three military departments. 

The Munitions Board deals only with policy. It has nothing 
whatever to do with operations. It buys nothing. It deals with the 
policy under which the departments carry out their operations under 
those policies, as to procurement, as to scheduling of production, as to 
the figuring of their requirements, and a whole host of other things. 
These policies are formulated in cooperation with the three procure- 
ment secretaries and their staffs within the three military departments. 

The Munitions Board, also, by statute has other duties. For 
example, it is the agency which deals with the stockpile. The author- ' 
ity there is in the Secretaries of the Army and Navy now transferred 
over into the Munitions Board, which has joint responsibility with the 
Secretary of the Interior. 

The stockpile, contrary to the general public’s understanding, is not 
a military stockpile. It is placed in the Munitions Board for reasons 
of convenience and for reasons which were deemed wise in time of 
peace. 

The stockpile of strategic and critical material is a national stock- 
pile, the bulk of which would be used in time of all-out war by the 
essential economy of our country. Part of it would be used by the 
military, but the bulk would be used by the essential economy, by our 
railroads, our utilities, our oil industry, and so on. 

A great many people think of the stockpile as being a military 
stockpile, which is not the case, although in some things, it is almost 
entirely military. 

One rare metal that I know of is used almost- entirely in the jet 
engine, but consider another one which is frequently referred to in 
the press, that is, tin. The military use of tin is minor, both direct 
and indirect. The great bulk of the use of tin is strictly civilian for 
foodstuffs, for example, and for solder. 

The Cnairman. Mr. Lovett said that 20 percent of the appropria- 
tion had been lost by reason of inflationary prices. That applied to 
the things that we have to purchase for national defense, guns, tanks, 
ships, and planes is equivalent to the loss of those things in battle, isn’t 
that true? They have to be replaced? 

Mr. Smatu. Yes, sir, in that sense, they are. They do have to be 
replaced. 

The CHarrMANn. I suppose your agency is more interested in stabili- 
zation of prices than any other agency, because it is the greatest 
purchaser of goods? 

Mr. Sma. We certainly have a very real and lively interest in the 
stabilization of prices, so that we can get the most defense munitions 
out of our procurement dollar. 

The CuarrMan. You spoke of the right of the President to condemn 
items necessary for defense and take property. There is nothing 
unusual about that. Utilities ean condemn and take properties by 
going into court. The price is fixed by the Court and they have 
preliminary hearings. They don’t have to wait until the final judg- 
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ment. It seems to me that it would be a preposterous thing to make 
the Government wait to take over necessary properties for national 
defense until the final judgment which might take years. 

Mr. Smatu. That is right. It is a question of time. This amend- 
ment will permit us to take over immediately, without affecting or 
reducing justice and equity to the private property owner at all. 

The CHarrmMan. You think that the extension of this act is abso- 
lutely essential for national defense? 

Mr. Smauu. I couldn’t tell you with more sincerity, Mr. Chairman. 
I think unless this act is extended, we will have industrial chaos, 
inevitably. 

The CuarrMan. You are not afraid of placing some of these 
authorities in the hands of the President, which are in the President 
already. He is the Commander in Chief of the Army and Navy of 
the United States. He can take command of them if he wants to. 
He has never done it. We have transferred some rights to him which 
' people make captious objections to, because it makes a dictator of 
the President. If the President wanted to be a dictator, the powers 
that are granted to him in the Constitution might make him that, 
but I never heard of any President who wanted to be a dictator and 
I don’t think we will ever find one that hasn’t the true interest of the 
Government at heart. 

Are there any other questions? 

(Chorus of yesses.) 

Mr. Nicnoutson. I would first like to make a remark about the 
chaos unless this was extended. 

Mr. Sma... I didn’t get the question. 

Mr. Nicuotson. What kind of chaos would it make if this were not 
extended? 


Mr. Sma... I will give you one that is very simple. 
We are in an area of pawns shortage of materials at the present 


time. There are a lot of things that are already short, starting with 
steel. Practically all the metals, all the alloys, and a great many other 
things are short and if you eliminated at this juncture the controls 
which are there now, we would have a buying scramble without any 
possible way of preventing the selfish, the hoarder, the strong from 
gobbling up everything that was available. It would really be rough 
for small business. 

Mr. Nicuotson. What is your definition of chaos? 

Mr. Smaty. Well, perhaps, chaos is something that I should get 
the dictionary and look up. 

Mr. Nicnotson. You mentioned it, nobody else did. 

Mr. Sma. Yes. I would say that we would throw our whole 
country into an economic complete uncertainty. No one would be 
able to get along with his job, civilianwise or munitionswise, or any- 
thing else. We would have a terrific scramble for all of these scarce 
materials, a scramble which I believe would be very bad for my 
country. 

My feeling about controls is very clear. I don’t like controls. 
When we had them before I did my utmost to get rid of them, get 
rid of them as quickly as we properly could. 

At this juncture, at this time of shortage, unless you do have 
methods of handling controls to spread the thin supply equitably across 
the economy, you just hurt the country terrifically, you can’t help it. 
Therefore, in a time of shortage such as this—and that shortage is 
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rowing and will keep re eee controls are badly needed. We 
faliove: or we estimate, that the impact of the material involved in the 
munitions program will reach its peak about mid-year or the fall of 
1952. There is a steady rise of our take of these materials for muni- 
tions. The more that goes into munitions, the less there is available 
for the civilian things, consumers durable goods, for example. 

The Government is trying at the same time to increase the produc- 
tion of our resources, be it steel, copper, or whatever, but they won’t 
be able to increase them fast enough to prevent an increasing scarcity 
of the things that remain above the share that the munitions take. 

Mr. Nicnotson. So that a corner drugstore or cigar store would 
create some chaotic condition in the country if you happened to 
charge $100 a month rent for the corner store, is that it? 

Mr. Sma.u. Speaking as the representative of the Department of 
Defense, and speaking for my job, which is to get munitions—— 

Mr. NicHotson. I am just asking you what is in the bill here. 
You propose to have commercial rents, the same as household rents, 
curbed or put under some category, where the Federal Government 
will say, ““You will charge this or that or else.” 

Mr. Mutter. Why not let him finish his answer and tell you that 
the corner drugstore doesn’t enter into the job of getting munitions 
for the Government? 

Mr. Nicuotson. I am not talking about munitions, Mr. Multer, 
because we have already passed something like $19 million for the 
Department of Defense to spend—$19 million without any strings 
hitched to it. 

Mr. Mutter. I would like to point out to you that this gentleman 
is Chairman of the Munitions Board which has a definite job to do of 
setting policy for purchasing and the procurement for the armed 
services. 

Mr. Nicuotson. Haven’t you the authority under the law and 
appropriation that we passed to buy all the munitions that is necessary? 

Mr. Sma. If we can get them. We are trying to get them. 

The CHarrMAn. Any other questions? 

Mr. Gamble. 

Mr. GamBLe. Mr. Small, you say here on page 10, talking about 
rents, you say if we so desire you will give us a lot of statistics about 
general conditions. 

Your Honor, we would like to have those statistics from you, 
because we would like to check them with the ones we get from the 
Housing Expediter to see which one of you are right. 

You both can’t be right. 

The CHarrMaAn. Without objection, they may be inserted in the 
record, Mr. Small. 

Mr. Sma.u. If you would like, we have General Myers here today 
who has the figures from the three military departments and he can 
give them to you right now if you like. 

Mr. GamBLE. That is just military? It isn’t general rents? 

Mr. Sma. This has to do with the military. 

Mr. Gams.e. I think we could put them in the record. 

The CuarrmMan. General Myers is here now, but not to show who 
is right. They both may be right. 

Mr. GamsB.Le. They may both be wrong, too. 

The CuatrMAN. You may insert them in the record. 

(The information is as follows:) 
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RENT SURVEY, RANDOLPH AND LACKLAND FIELDS, SAN ANTONIO, TEX., DECEMBER 
1950 


Military personnel quartered off base returned 2,750 questionnaries. These 
were checked against registration statements on file at time of decontrol. It was 
possible to identify 531 units which were unchanged as to space and facilities. 

Of the 531 units, 401, or 75.5 percent, showed rent increases, There were 116, 
including 50 Government housing units, which showed no rent change and 14 
showed rent decreases averaging 21 percent. A breakdown of the 401 units show- 
ing rent increases follows: 





Average 
N umber of dotar in- 


Rent range 
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Army Report—RENT CONTROL 


Heapquarters, Miurrary District oF WASHINGTON, 
Washington 25, D. C., March 6, 1951. 
Subject: Decontrol of rents. 

2. In nearby Virginia where rents have been decontrolled, it is estimated that 
rents have increased 10 to 15 pereent. In Maryland and the District of Colum- 
bia where rents are controlled, it is estimated that with authorized: increases, 
rents have increased approximately 15 percent in the over-all area. 

3. Many of our service personnel are housed in FHA type apartment projects. 
Although many of these projects may not be controlled by Federal or State rent 
ong they are regulated by FHA. Increased in rents must be authorized 
by FHA. 


HEADQUARTERS First Army, 
Governors Island, New York 4, N. Y., February 28, 1961. 
Subject: Federal rent control (RCS: CSGPA-(OT)-—262. 

1. There have been no rent raises occurring at installations in the First Army 
Area which are attributed to decontrol and increased activities. 

2. The six New England States have local controls which expire generally on 
June 30, 1951. It is expected that such controls will be continued; however, it 
is estimated that the failure of local governments to extend these controls will 
result in a general rental increase averaging approximately 40 percent. 

3. New York: Communities adjacent to military installations are under the 
New York State rent control law which covers rental housing constructed prior 
to February 1, 1947. There has been no decontrol in these areas. 

4, New Jersey: Rentals of residential housing are under local control. There 
have been no rental increases which can be attributed to decontrol or increased 
activities. 
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HEADQUARTERS SECOND ARMY, 
OFFICE OF THE COMMANDING GENERAL, 
_ Fort George G. Meade, Md. 
Subject: Extension of Federal Rent Control Act (Reports Control Symbol 
CSGPA-—(OT)-262). 
a. Fort Monroe, Va. 





.| Number | Price bere June Present rental 


Name of project units 30, 





South Hampton and Sussex, Hampton Apart- 800 | From $50 to $57:50_| From $55 to $602 

ments, Hampton, Va. j P : 
Stewart Gardens, Newport News, Va 517 | From $32.50'to $50.| From $37 to $62.75 
; ~_ Apr. 1, 
1951).! 














1 Indicates an approximately 10 percent increase. 


(2) Inquiries of real estate agencies and employees living off the post, however, 
indicate that approximately 50 percent of the owners of such property have in- 
creased rent from 10 to 15 percent since June 30,1950, 


b. Radford Arsenal, Radford, Va. PEELS RET 
(1) Local real-estate brokers report the following estimated increases in rental 
rates: Broker A, 40 to 50 percent; broker B, 25 to 30 percent; broker C, 40 percent. 
(2) In other localities, the following appear to be typical: 

(a) In Pulaski, Va., an old seven-room brick house, no utilities provided 
other than bath, rental asked $100 a month. Considering the general con- 
dition of the property, $60 a month would be a fair figure. 

(c) A four-room apartment, Blacksburg, Va., sparsely furnished, second 
floor, $100 per month asked, worth about $65. 

(d) In Fairlawn, a community in Pulaski County 4 miles from Radford 
Arsenal, rental of a house occupied by. a civilian employee has been increased 
from $50 a month to $75 a month. 


ce. Headquarters Virginia Military District, Richmond, Va. 
(2) Some increases were higher, and the best estimate for the Richmond area 
in general is 12.5 percent since the removal of controls. * 


d. Fort Eustis, Va. 

(2) Officers of this command who have rented or discussed rentals with individ- 
ual owners in this area find that the tendency is for the owner to attempt to get 
the full rental allowance of the officer. 


e. Fort Lee, Va. 
(1) Petersburg, Va.—Estimate that rents have increased 8 to’ 10 percent since 
decontrol. 
(2) Hopewell, Va.—following are typical increases since decontrol: 
(a) Apartment, utilities furnished, was $35 is $50. 
(6) Apartment was $50 is $70. 
(c) House was $30 is $50. 
(d) House was $35 is $55. 
(e) Average increase for Hopewell, Va., 40 to 67 percent, entire area 
around Fort ‘Lee, 24 percent. 


f. Camp Pickett, Va. 

(1) Rent increases in the vicinity of Camp Pickett as a result of increased 
activities are evident. It is emphasized that this is opinion only and no factual 
data can be furnished. Listings of rentals and rents on hand appear in the vast 
majority of cases to be excessive. 

8. b. New Cumberland General Depot, New Cumberland, Pa. 

(1) In the decontrolled area of Lemoyne, Pa., rental of houses and apartments 

have increased approximately 15 percent during the past 6 months. 
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c. Fort Holabird, Baltimore, Md. 

(1) The only known example of rent increase in this area is the Aragone Apart- 
ments, agent, 2638 Kennedy Avenue, Baltimore, Md. Rents for three-room 
furnished apartments were increased 25 percent; rents for four and one-half-room 
furnished apartments were increased 55 percent. . 


e. Fort Campbell, Ky. 

(1) Rent control at Hopkinsville, Ky., and Clarksville, Tenn., only two cities 
of any size near this camp, are presently under Federal rent control. It is felt 
that without rent control in this area rents would increase at least 50 percent. 


jf. Camp Breckinridge, Ky. 


(2) Approximate following percentages of rental increases which occurred 
after reopening of this station: 


Evansville, Ind 
Henderson, Ky 
Sturgis, Ky 
Morgansfield, Ky 


g. Fort Hayes, Columbus, Ohio 

(1) The.Chief Ohio Military District reports rent increases of 15 percent or 
more in various cities and towns throughout Ohio, where rents have been de- 
controlled or new construction completed. 


HEADQUARTERS, THIRD ARMY, 
Fort McPherson, Ga., March 4, 1951. 


Subject: Repent of Rent Increases, Near Military Reservations—Report Control 
Symbol CSGPA-(OT)-262. 


a. Vicinity Fort Bragg, N. C. 

(1) Housing situation in Fort Bragg vicinity is extremely critical and it is 
contemplated it will become worse. 

(2) Rent of uncontrolled units built since February 1947 range from 50 percent 
to 75 percent greater than rent of similar facilities which are controlled. 

b. Vicinity of Camp Rucker, Ala. 

(2) Comparison of rentals within 30 miles of Camp Rucker and comparable 
accommodations 45 miles distant establishes that rents have increased 100 per- 
cent on the average due to increased military activities. 

(3) Specific examples include: 

(a) Two-family house, civilian still pays $60 per month, military family 
pays $125 per month, 

(b) Present rent $80 per month, comparable accommodation, 50 miles 
distant, $40 per month. 

(c) Present rent $65 per month versus $25 per month, 50 miles distant. 


(d) Present rent $35 per month—prior to activation Camp Rucker was $10 
per month. 


e. Vicinity of Fort McClellan, Ala. 

(1) One-bedroom apartments, 25 percent increased; two-bedroom apartments, 
29) percent increased; three-bedroom apartments, 12 percent increased. 

(2) Quarters rented from individual sources increased in minimum of 35 to 
40 percent. One instance indicated a duplex which was renting for $17.50 un- 
furnished increased to $35 (location and condition extremely undesirable). Other 
eases are indicated in which competitive bidding for quarters have taken place. 

(3) In the opinion of local chamber of commerce (Anniston, Ala.) prices will 
materially increase unless controlled. 


g. Vicinity of Atlanta General Depot, Atlanta, Ga. 


(1) Data obtained from personnel employed by this depot reported a total in- 
crease of 18 percent in rentals during the last 3-month period. 
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h. Vicinity of Fort Renning, Ga. 

(1) As a result of 1,400 military personnel renting civilian housing, it is esti- 
mated that 2.5 percent of rents have been revised in adjacent civilian communities 
as a result of decontrol and increased activities. The average increase in rental is 
15 percent with the larger increase in the lower rental class. 

(4) Considerable numbers of private homes have made apartments and bed- 
rooms available for rent. Rent on approximately 25 percent of units of this type 
has been increased in past 6 weeks. 

i. Vicinity of Camp Stewart, Ga. 

(1) In general, rents have jumped from ‘a minimum of 50 percent to a maximunt 
of over 250 percent. 

(a) Four-roomgiwelling now occupied by a member of this command rents 
for $100 per month, which formerly rented for $40 per month. 

(b) A master sergeant occupying a small four-room house pays $35 per 
month, which formerly rented at $15 per month. 

(c) Staff sergeant renting house at $40 per month formerly paid $15 per 
month at McIntosh, Ga. 

(d) Sergeant occupying one furnished room at $45 per month, while land- 
lord pays $30 per month for house. 

(e) Colored soldier paying $14 per month for a house, which formerly 
rented for $5 per month. 

(f) Corporal and wife rent furnished room, no kitchen privileges, share 
bath and pay $40 per month, while landlord pays $30 per month for house. 

(g) Sergeant has furnished room sharing bath, no kitchen privileges, pays 
$48 per month, while landlord pays $32.50 for house. 

(hk) Sergeant who has furnished room, no kitchen privileges, shares bath, 
pays $40 per month, and landlord pays $30 per month. 


HEADQUARTERS FourtTH ARMY 
FORT SAM HOUSTON, TEX. 


Army and Navy General Hospital, Hot Springs, Ark. 
Total personnel renting off post, 291. 
Number having increase in rent during past 6 months, 33. 
Percentage having rent increase, 11.2 percent. 
Average rent increase, $11 month. 
Personnel in lower three enlisted grades received majority of rent increases. 


Fort Sill, Okla. 

Following information submitted on rent increases, Fort Sill area, as result of 
decontrol and increased activities: 

Number of rental units surveyed, 770. 

Total amount of monthly rent paid under rent control, $33,053.95. 

Total amount of monthly rent during January 1951, $42,319.75. 

Total amount of increase per month since removal of ceiling, $9,265.80. 

Total percent of increase per month since removal of ceiling, 22 percent. 

Above amounts compiled from the only statistics available from properties 
rented under OPA. Average rent on new properties much higher. 


Pine Bluff Arsenal, Ark. 

Rent control in the city of Pine Bluff and Vaugine Township, the principal 
housing area for Pine Bluff Arsenal employees has not been decontrolled. The 
Pine Bluff Rent Advisory Board on February 23 unanimously voted a resolution 
recommending an extension of rent controls until June 30, 1952, and a resolution 
to bring back under control. units which have been decontrolled. It is under- 
stood from the mayor of Pine Bluff that action will be taken by the city council to 
extend rent control to June 30, maximum under existing law. There have been 
45 structures decontrolled due to conversion. In each instance a very substantial, 
increase in rent ranging from 100 to 300 percent has resulted. 
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In one instance apartments renting for $20 were increased to $60; from $30 to 
$60. A house renting for $25 was converted to produce two units renting for $60 
each or $120 for the building. 

A survey of the rental property in Pine Bluff indicates that there are no four-, 
five-, and six-room units available. There are, however, a substantial number 
of two- and three-room improvised units provided under the HOLC plan during 
1943 and 1944 renting from $32.50 to $37.50. 

The increase in personnel requirements at Pine Bluff Arsenal will be very sub- 
stantial. The housing shortage very critical. If rents are decontrolled, it is 
believed that a minimum of 100 percent increase in rental rates are to be expected 
for medium- and low-type housing. 


Fort Hood, Tex. 


In the 812 units occupied, there is so much variation in rénts and types of hous- 
ing that it makes it impossible to determine which rent is more reasonable. The 
demand for housing is greatest in Killeen which is only three miles distant. It is 
noted that in the majority of cases the rent paid per unit is above that shown for 
other towns. 


Camp Polk, La. 


Allendale housing project—A 50 percent increase on the two-bedroom un- 
furnished units and slightly over 46 percent on the three-bedroom units. The 
two-bedroom furnished units which were rented for $60 on September 1, 1950 
have been increased’ 16% percent. The three-bedroom furnished units were 
increased 20 percent. 

DeRidder, La., a town with a population of 5,776 according to 1950 census, is 
approximately 21 miles from camp headquarters and has one housing project. 

eRidder Housing Corp.—This housing project has 150 units with one, two, 
or three bedrooms and are rented unfurnished. Approximately 90 units are 
rented to military personnel. Prior to.August 1, 1950, these units rented for 
$34, $36, and $39 per month respectively. Their present rental to tenants moving 
in since October 1950 is $40, $46.50, and $56.50 respectively, or an over-all rent 
increase of 31 percent. 

In the towns of Leesville and DeRidder and surrounding territory, there have 
been several cases of rent considered to be excessive. 


From: Headquarters, Fifth Army, Chicago, Ill. 
Subject: Rent control. 

Rental rates in the neighborhood of Cornhusker ordnance plant, Grand Island, 
Nebr., indicate an increase of 40 to 50 percent. Average rent increase in the 
vicinity of Sioux ordnance depot, 60 percent; some rare cases as high as 100 percent. 
Generally speaking rents were increased in all areas of the State, except in the 
smaller communities. Rent rises were noticeable in the city of Omaha. 

Milwaukee, Wis., rent increased approximately 12 percent. Fond du Lac, 
Wis., rentals expected to increase 10 percent or more after March 1,1951. Racine, 
Wis., rentals generally increased 25 to 40 percent. Green Bay, Wis., generally 
steady with approximate 5 to 10 percent increase. 


HEADQUARTERS SixTH ARMy, 
Presidio of San Francisco, Calif., March 2, 1961. 
Subject: Extension Federal Rent Control (Reports Control Symbol GSGPA~ 
(OT)-262). 
2. In compliance with the above references, information relative rents in the 
vicinity of 26 military installations in this Army area is inclosed herewith. 


ERIE EEE EN RELIES DOERR ELAS SAS UE 
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Rental increase survey 





Installation 


Civilian community 


Rental increase 





Fort Lawton, Wash 
Fort Lewis, W 


Camp Roberts, Calif. 
Camp Cooke, Calif 
Nevada Military District 
Oregon Military District 


Utah Military District 


Seattle Port of Embarkation 
Benicia Arsenal 


Navajo Ordnance Depot 


Ogden Arsenal 


Sacramento Signal Depot 
Sharpe General Depot 


Toole Ord Depot 
Utah General Depot 


Mount Rainier Ordnance Depot 





Vancouver, Wash, 
and Portland, Oreg. 


Fort Douglas and Salt 
Lake Ci 


Williams and Flag- 
staff, Ariz. 


Ogden, Utah 


Sacramento, Calif 
Lathrop, Calif 


Ogden, Utah 


Tacoma, Wash 





Increases to 15 percent. 

In decontrolled areas rents increased from 
50 to 150 percent over controlled areas. 

25 percent increase. 


Still under rent control; 4 to 25 percent 
increases. 

10 percent in Reno area and 20 percent in 
Las Vegas area. 

25 to 37 percent quoted by Vancouver Junior 
Chamber of Commerce; 8 percent quoted 
by apartment house owners of Portland, 
Oreg., and members of the command 
quoted 32 percent average. 

15 to 25 percent increase. 


744 to 15 percent increase. 

Solano County 25 percent increase, Marti- 
nez up to 100 percent. 

36 percent quoted by employees, 20 to 50 
percent quoted by city officials, and 30 
percent quoted by real-estate men. 

15 percent quoted nj realty company, 20 
ole quoted by Salt Lake City Cham- 

r of Commerce, and 30 percent quoted 
by Ogden Chamber of Commerce; 40 
percent quoted by Ogden labor unions. 

2 bedrooms 30 percent increase, 3 bedroom 
20 percent increase. 

No rent decontrol, increases on uncon- 
trolled rental from 70 to 75 percent, 22 
percent increase for 60 percent of con- 
trolled units. 

15 percent increase. 

27 percent increase at present and further 
increases expected. 

No decontrol, no increases evident except 
20 percent since 1942 in Pierce County. 





Rent Increases Near Navy INSTALLATIONS FOLLOWING DECONTROLLING 


First Naval District 


Maine, Massachusetts, New Hampshire, Rhode Island, and Vermont. 


Third Naval District 


Connecticut, New Jersey, and New York. 


Fourth Naval District 


Delaware, New Jersey, Ohio, and Pennsylvania. 


No actual experience of hardships as a result of decontrol of rents has been 
encountered by naval personnel in the above 11 States, inasmuch as key centers 


and locations of naval installations have remained under rent control. 


It is 


reported, however, that rentals in new housing constructed since July 1, 1947, 
exempt from rent control, have been in most cases exceedingly high. 

Personnel attached to the Naval Supply Depot, Mechanicsburg, Pa., report 
that rents rose up to 75 percent following decontrol; no actual instances are 


supplied. 
Fifth Naval District 


Kentucky, Maryland, Virginia, and West Virginia. 
A survey by the district commandant of 4,936 rental units in the Norfolk, Va., 


area, disclosed an over-all average rent increase of 6 
rent control prior to April 1, 1950, to March 1, 1951. 
ewport News, outlying Norfolk County, Princess Anne 


City, Portsmouth, 


County, and other outlying locations. 


reent from the period of 
his survey covered Norfolk 
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The Commandant, Marine Corps, reports a critical rental-housing situation in 
the vicinity of the Marine Corps Schools, Quantico, Va. A survey of 1,078 mili- 
tary families in this vicinity discloses extremely high rents for a poor average of 
accommodations, both during and subsequent to rent control. The observations 
of Commandant, Marine Corps, are quoted below: 

“A mere comparison of average rentals paid by the various grades of military 
personnel does not give the true picture. In order to more thoroughly under- 
stand the problem, it is necessary to understand what kind of rental units are 
involved. With the exception of Washington, Alexandria, and possibly Fredericks- 
burg, these 11 communities are small, and in several instances lack the facilities 
that make common, wholesome, decent home life. 

“The main problem at Quantico is not so much that rental increases have been 
affected by decontrol, but that the process of supply and demand has resulted in 
an exaggerated, high scale of rental in terms of facilities offered both prior to and 
subsequent to rent control. Until the severe housing shortage in this area is 
alleviated, there would appear to be no satisfactory solution to the problem of 
high rent and inadequate facilities afforded for rental. 

“Simply extending the present Federal Rent Control Act would be only a 
partial solution to the problem around Marine Corps installations, inasmuch as 
so much of the rentable property has never come within the scope of the original 
Rent Control Act, either because it is new eonstruction or conversion.”’ 

The commander, Naval Proving Ground, Dahlgren, Va., reports a rise in rentals 
since decontrol of about 25 percent in Fredericksburg. 


Sixth Naval District 

Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, and 
Tennessee. 

The district commandant reports as follows: 

“Charleston, 8. C., * * *, Since decontrol, 15 to 25 percent rent increases 
on units renting from $50 to $100 per month; no appreciable change on lower- 
priced units.” 


Dallas, Tex. 

The following sources of information have been contacted: Property Owners 
Association of Dallas, Real Estate Board of Dallas, and E. R. Avery Real Estate 
Co., R. J. Avery Real Estate Co., and Bone & Swingler Real Estate Co., Grand 
Prairie, Tex. 

The average rise in rents is 19 percent based on information received from the 
foregoing sources. Several local realtors state that unfurnished apartments 
which rented for $80 per month prior to June 1950 now rent for $75 per month. 
They also state that the two-bedroom houses in the housing developments which 
rented for $65 prior to June 1950 now rent for $75 per month. 


Ninth Naval District 

Illinois, Indiana, Iowa, Michigan, Minnesota, Missouri, Wisconsin, Colorado, 
Kansas, Nebraska, North Dakota, South Dakota, and Wyoming. 

Major naval installations with a considerable number of personnel assigned in 
this district are located for the most part near cities that remain under rent 
control, and therefore no problem has been experienced. 

Only two large naval installations are in decontrolled localities: 

The commanding officer, Naval Ammunition Depot, Hastings, Nebr., reports 
moderate rent increases averaging 10 percent or less since decontrol in that 
community. 

Naval activities in Omaha, Nebr., report sharply increased rents in that city 
since decontrol, and cite instances of rent increases averaging 26 percent. It is 
stated that if the number of military personnel in Omaha should be inereased, some 
form of rent control would be a necessity. 


Eleventh Naval District 

Arizona, South California, and Nevada. 

As of 1 March 1951, a random sample survey was made of naval, military, and 
civilian personnel renting privately owned housing in San Diego, Calif., Coronado 
and Long Beach, Calif., to determine the effect of rent decontrol in these com- 
munities. The survey was limited to personnel renting privately owned housing 
at the time of decontrol; i. e., Long Beach, 20 January 1950; San Diego, 1 Sep- 
tember 1950; Coronado, 8 December 1949. There is included a random sampling 
at all major naval activities in the communities under consideration, and results 
were summarized as follows: 
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San Diego area (except Coronado): 

(a) Number of cases interviewed, 320. 

(b) Number of rent raises since decontrol, 167. 

(c) Percentage of personnel experiencing rent increases since control, '52 

reent. 
a) Number of rent raises in subparagraph (b) of personnel paying less than 
$50 per month, 42. 

(e) Percentage increase in rent since decontrol of persons paying less than 
$50 per month rent, 18 percent. 

(f) Number of cases rent increases in (b) now paying between $50 and $85 
per month rent, 103. 

(g) Percentage increase in rent since decontrol, of personnel now paying 
between $50 and $85 per month rent, 18% percent. 

(h) Number of cases of rent increases in (b) now paying more than $85 
per month rent, 22. 

(t) Percentage increase in rent since decontrol, of personnel now paying 
more than $85 per month rent, 21 percent. 

Coronado: 

(a) Number of cases interviewed, 74. 

(b) Number of rent raises in subparagraph (a) since decontrol, 34. 

(c) Percentage of cases experiencing rent increases since decontrol, 46 
percent. 

(d) Number of cases in (b) now paying less than $50 per month rent, 8. 

(e) Percentage increase in rent since decontrol, of personnel now paying 
less than $50 per month rent, 22 percent. 

(f) Number of cases of rent increases in subparagraph (6) now paying 
between $50 and $85 per month rent, 17. 

(g) Percentage increase in rent since decontrol, of personnel now paying 
between $50 and $85 per month rent, 18 percent. 

(hk) Number of cases in subparagraph (b) of personnel receiving rent 
increases who are paying more than $85 per month rent, 9. 

(i) Percentage increase in rent since decontrol, of personnel paying more 
than $85 per month rent, 30 percent. 

Long Beach: 

(a) Number of cases interviewed, 594. 

(b) Number of cases in (a) who have received rent increases since decontrol, 
141. 

(c) Percentage of cases receiving increases since decontro!, 24 percent. 

(d) Number of cases in (6) now paying less than $50 per month rent who 
have received increases, 77 

(e) Percentage increase in rent since decontrol, of personnel now paying 
less than $50 per month rent, 20 percent. 

(f) Number of cases of rent increases in (6) now paying between $50 and $85 
per month rent, 60. 

(g) Percentage increase in rent since decontrol, of personnel now paying 
between $50 and $85 per month rent, 1344 percent. 

(h) Number of cases of rent increases in (b) of those now paying more than 
$85 per month rent, 4. 

(7) Percentage increase in rents since decontrol, of personnel now paying 
more than $85 per month rent, 13 percent. 

It is considered that the foregoing survey, while limited in extent due to time 
limitations required, is fairly representative of the effect of rent decontrol in these 
communities. Very few isolated cases of excessive rent increases were encountered, 
and it is believed that those isolated cases were largely due to poor landlord-tenant 
relations, necessity for landlord’s possession, and other considerations without an 
economic basis. Inthe San Diego and Coronado communities, it is noted that the 
largest increases exist in the high rental group with approximately 18 percent 
increases in the low rental group evident in all three communities. 

The Commandant, Marine Corps, reports increases of approximately 30 percent 
as prevalent in the area near Camp Pendleton, Oceanside, Calif. 


- Twelfth Naval District 

Northern California. 

Clearfield Naval Supply Depot: Personnel report rent increases averaging 13 
percent. 

Meffett Field Naval Air Station: Personnel report rents in area increased 33 
percent. 
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Tiburon Net Depot: In only three instances reported, increases averaged 48 


percent. 
No other naval installations in this district have been affected by decontrol, as 
the major centers of population near naval activities remain under control. 


Thirteenth Naval District 

Oregon, Washington, Idaho, and Montana. 

The district commandant reports that upon rent decontrol in April 1948 the 
City of Bremerton Rent Advisory Board publicly requested citizens to bring com- 
plaints of rent increases to its attention. To date, less than two dozen complaints 
of unfair rent increases have been made. These have been adjusted and the 
differences amount to little. 

There is no evidence to indicate that there have been marked increases in rents 
in Bremerton and vicinity since mobilization activity began. Reports from both 
military and civilian housing offices in Bremerton area indicate that there is very 
little of any rent gouging. 

The city of Seattle remains under rent control, and no evidence in either direc- 
tion has been received from other communities. 


Fourteenth Naval District 

Hawaiian Islands. 

The district commandant states that rent control on the island of Oahu (Hono- 
lulu, Pearl Harbor) has been extended by local option to 30 June 1951. He rec- 
ommendeds that, in view of the acute housing shortage in the area, it is highly 
desirable that controls be continued until such time as title VIII housing is avail- 
able to absorb personnel augmentation resulting from the current emergency 
situation. 

The planned title VIII housing program for Hawaii (projects approved by 
Secretary of the Navy) is 355 units at Barber’s Point (Oahu) and 962 units near 
Pearl Harbor. 


Washington, D. C., area 

Data reported by activities in Virginia forming part of the Washington, D. C., 
housing area do not indicate any critical rise in rents of Virginia residents since 
decontrol of the State of Virginia. 

The Naval Air Station, Anacostia, reports 4 rent increases out of 16 rental 


units surveyed, these increases averaging 17 percent. 

The Naval Receiving Station, Anacostia, reports 5 rent increases out of 17 
rental units surveyed, these increases averaging 26 percent. 

Other smaller activities in this area report rent increases, but do not indicate 
a sampling to give the incidence of these increases. 

Mr. Nicnouson. I wanted to ask about the area around Camp 
Edwards in Massachusetts, the rents there and whether they are 
comparable with the rents in other areas of the country. 

Mr. Smauu. May I ask General Myers to answer the question, Mr. 
Nicholson? He is the one who is familiar with it. 

General Myers. We can furnish the statistics for the record. I 
have reports. 

Mr. Gamse. General, do your reports show what you are doing 
in connection with the building of military housing under the bill we 
passed for that particular purpose? 

General Myers. Our reports, sir, were the results of surveys 
throughout the United States at the various military installations to 
show the private rentals, whether or not they have increased, remained 
the same, or what has happended to them over a period of months, 
particularly since decontrol of rents in areas where rents have been 
decontrolled. 

The reports that we have bear on that question, not on what we 
are building in the way of family housing, and it has to do with 
family housing, sir, only. 

Mr. Gamer. Have you any report showing what you have done 
in the way of building family housing? 
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General Mymrs. Yes, sir. 

Mr. GAMBLE. We passed a bill a couple of years ago, bearing the 
name of the Senator from Nebraska, under which you can build 
family housing. I would just like to see what has happened in 
connection with that. 

General Myers. For the Air Force, sir, we have issued certificates 
on 23,108 units on 39 bases. We have FHA mortgage applications 
on 36 of those bases for 22,153 units. We have FHA commitments 
to insure, issued on 32 bases for 19,761 units. We have construction 
started on 30 bases for 18,749 units, dwelling units completed; 15 
bases we have 3,262 completed, and on those same 15 bases we have 
2,948 occupied. 

We have under the so-called new procedure, the amendment to the 
Wherry-Spence Act, we have issued certificates on one additional base. 
We have plans complete on two additional bases. We have issued 
directives—that is, directives to plan on 13 bases for 5,900 units— 
so that we have in process here approximately 33,000 units under 
way under the Wherry-Spence Act in the Air Force. 

I do not have the information for the Army and Navy in hand, but 
I can get it if you want it. 

Mr. Gamsie. Would you get that for us? You get a priority on 
the materials for those construction operations, I assume, do you not? 

(The information referred to is as follows:) 


Military housing under title VIII, National Housing Act (Public Law 211, 81st 
Cong., as amended), May 14, 1951 





Navy Air Force Total 





OLD PROCEDURE 


. Completed and occupied 1 1, 286 
. Under construction and partially occupied 5 16, 143 
. Awaiting close with FHA , , 4, 359 
. Original projects extended 2912 
. Possible additional extensions ’ 600 


Subtotal 4 3, 23, 300 








. Bids awarded 0 2, 903 500 
. Under design 15, 805 5, 408 
. Under development directive 34 300 
. To be placed under directive 1, 341 5, 300 


Subtotal 20, 083 11, 508 
23, 443 34, 808 79, 416 























! Does not include 408 military units at Kelly Air Force Base, Tex., or 418 military units at Elmendorf 
Air Force Base, Alaska, insured under title VI. 
2 These units are also under construction. 


Mr. Smatt. No, sir, not in general. You donot get a blanket 
priority. We get spot help where the Wherry housing runs into 
trouble. Wherever they report to us they can’t get soil pipe or radi- 
ators, and so forth, we go to bat anid get it for them through the help of 
NPA. They are very helpful to us but instead of diluting the priority 
ratings by having the whole project covered by the D. O. rating, they 
give us spot assistance. 

The Cuatrman. Is the title to that property in the Government, or 
in individuals? 
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General Myrrs. No, sir; the title to the property is not in the Gov- 
ernment, it is in the sponsor. 

Mr. Gams ge. It is private industry, is it not? 

General Mysrs. That is right, sir. 

The CHarrMaNn. Have you any authority over the atomic energy 
installations, like Oak Ridge, and other such installations? 

General Myerrs. No, sir. 

The CuHatrMaAN. They have built their own housing accommoda- 
tions down there, haven’t they? Isn’t the title in the Government and 
the Government rents them? 

General Myers. That is right, sir. 

The CuarrMan. You have no authority to go into those installa- 
tions, under the present law? 

General Myers. No, sir. 

The CHarrMan. So if any of those installations are built without 
any amendment to the law at this time, the housing will be built by the 
Government, owned by the Government and rented by the Govern- 
ment, isn’t that true? 

General Myers. I would assume so, yes, sir. 

Mr. Gamsue. Mr. Small, is the stockpiling situation going along 
fairly well to your satisfaction at the present time? 

Mr. Smauu. No, sir. However, I think it is going along as well as 
we can expect under the conditions of shortage. 

Mr. Gamez. Under the conditions of shortage? 

Mr. Smauu. Of shortage, where everything is scarce that should 
into the stockpile as a national materials blood bank. We should 
have had the stockpile yesterday or day before yesterday. It is now 
impossible, without causing havoc, if you like, without cutting back 
people and putting a lot out of work, to get the needed materials into 
the stockpile quickly, so I can’t say that I am satisfied, because I 
would only be satisfied if we had it in the bank. 

Mr. GamsBue. Have you got enough money, sir? 

Mr. Satu. We have plenty of money at the moment. 

Mr. Gamste. Because over the last 4 or 5 years it seems to me we 
should have stockpiled more than we did and I have wondered if we 
spent all the appropriations that Congress made for this purpose. I 
am just asking as a matter of information, sir. 

Mr. Smauv. In each of the years 1947, 1948, and 1949, by the end 
of the year, we had obligated every nickel we had. _ In the year 1950, 
not quite, but almost, and in the fiscal year 1951, of course, we were 
given quite a lot of money, which involves a lot of negotiation, but up 
to the year 1950, every dime we had was obligated. I have a chart 
here on it. 

The Cuarrman. There is a roll call in the House on a bill. It will 
be impossible for us to conclude the testimony now. Could you 
come back at 2 o’clock, Mr. Small? 

Mr. Cour. I would like to have General Myers return, too; can 
you return, General Myers? 

The CuarrMAN. Can you come back this afternoon? 

Mr. Sma... It is a little difficult, but I can do it, yes, sir. 

The CuHatrMan. We will try to get through with you as soon as 
possible. It will be absolutely impossible to go on now, gentlemen, 
so you be back at 2 o’clock. 

(Whereupon, at 11:10 a. m., a recess was taken, to reconvene at 
2 p. m. of the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2 p. m., Hon. Brent Spence, chair- 
man, presiding. 

Members present: Hon. Brent Spence (chairman, presiding), 
Messrs. Brown, Multer, Deane, O’Brien, McKinnon, Dollinger, 
Bollings, Burton, Fugate, Kluczynski, Gamble, Kilburn, Cole, 
Nicholson, McDonough, Buffett, and Betts. 

The CuarrMan. We will resume the hearing. 

Mr. Small, you may proceed. 


STATEMENTS OF JOHN D. SMALL AND GEN. COLBY M. MYERS— 
Resumed 


Mr. Burrert. Mr. Small, you are introducing the bill that would 
constitute the largest surrender of power to the executive branch in 
the history of the Government. Now, that is a pretty large order 
for this committee, as you can well understand, assuming that that 
contention is correct. I think there is general agreement in that. 

Tell me, is it your opinion that the military perils of America are 
greater than ever before? 

Mr. Satu. I will answer the last question first. 

When I came down here last November, I was a Reserve officer and 
in contact with the general situation, and I was more afraid about the 
security of my country than I have ever been—and I have gone 
through World War I and World War II, and I was more concerned 
about it when I came down herethen. That is thereason I came down. 
As of this moment I have no reason to be less concerned than I had 
the day I got here. 

Mr. Burretr. Now, Mr. Small, is it then correct to say that our 
participation in this last war achieved something less than nothing, 
then, so far as strengthening our national security? 

Mr. Smauu. I don’t think that that follows at all. I think that 
our country in the last war and since, has made terrific progress. 
We face—and I have said this on many occasions to many different 
groups of people, having gone through the last one and the one before, 
we face today an enormously more difficult, complex problem than 
we have faced before. 

For example, we have an economy which is already bursting at the 
seams with production—everybody is going full blast. We are super- 
imposing on this the load of munitions demands. 

n addition to that, because the munitions are going to use up X 
amount of materials that ordinarily would go into our normal way of 
doing business, we are trying to expand the production of those re- 
sources, steel, copper, and everything else, so that we won’t have to 
run on short rations, civilianwise, for a longer period of time if this 
thing should continue. We have no way of knowing that, but we 
will be developing increased resources which will enable us to have 
an expanding economy, which we want in this country, in addition 
to taking care of the military. The military share of it will not be 
too great on the production plateau we expect to reach in 1953 so 
that if this thing continues for a long time, we can take care of both. 

Somebody said you cannot have both guns and butter. We cannot 
do it today but we can do it in the not too far distant future. To me 
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that is an equitable program. That is the only sensible approach to 
this thing. We must expand the resources in order to do both, but 
there is a question of timing in it, and at this particular moment, in 
the timing, the demand for many things far exceeds the supply of 
many things. 

Take steel: I have been told that the total demand for steel is 140 
—_ of the total supply of steel. That is a rough one. If you 
eft that to a free economy, that would be a rough one, because the 
weak would suffer, our small business would suffer, and various other 
people would suffer. ; 

One thing, Mr. Buffett, I don’t know whether you know or not, I 
was one of the strongest protagonists in getting rid of controls aftér 
the last war and getting rid of them quick. 

Mr. Burrert. I[ was aware of that. 

Mr. Smatu. And I have not changed my stripes, I can tell you. 
But you cannot go above a certain percentage of the supply, priority- 
wise, and it varies with the product, and it is not a very big percentage. 
Above a certain percentage you just cannot expect the free economy 
to accomplish everything that you want, that we all want done, as 
good citizens on their own. 

Somebody has to lay down the rules. 

I, for one, believe and expect and hope that these rules and. these 
guide lines will be exercised sparingly, they will be exercised only 
where necessary. But having been an administrator once myself, I 
know the agonies that the administrator goes through if things are 
too specific in the law. He cannot give justice because the law, as 
written, if it is too specific, just puts his hands in handcuffs. He has 
to have some flexibility in this thing in order to give justice and equity. 

Mr. Burrerr. You think it is true that an expansion in controls 
brings about an expansion in output? 

England certainly has not portrayed that kind of a picture. 

Mr. SMAuu. An expansion in controls in a time of increasing scarcity 
will assure you of the essential production that you need and will 
direct. the shortages mainly at the things which are less essential than 
the things which you must have. 

Mr. Burrerr. Will you tell us approximately what amount of this 
production of munitions and supplies, either in dollars or percentage- 
wise, is going to foreign countries and is scheduled to go to foreign 
countries? 

Mr. Satu. With reference to MDAP, that is the mutual defense 
assistance program, it is less than 10 percent on fiscal ’51. 

On fiscal ’52 it is a fraction higher than 10 percent for MDAP. That 
is the military end of this thing, of course. That is the only thing on 
which I am competent to talk. 

Mr. Burrerr. On top of that there would be ECA, Export-Import 
Bank, and other loan and grant programs, isn’t there? 

Mr. Sma. That is right. I am not competent to talk about those 
figures. I don’t have them. 

Mr. Burrertt. In your statement this morning you said that we can 
efficiently produce and procure items needed for defense purposes only 
if inflationary pressures are prevented from pushing down the value 
of our currency. Can you give us any detail on those pressures? 

Mr. Sma.u. If costs go up, as they have gone up, the amount of 
whatever it is, whether it is shoes or guns or tanks or food or anything 


RU Fash ap vain ss ota vient SDT 


SPA CALS Sab smear oe 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 115 


else that we get for the dollar we get from Congress is less than we 
would get if inflation had not lifted it up. I personally believe that 
inflation is one of our greatest dangers. I think it is one of the things 
that Russia would welcome with open arms. They would be gratified 
if we would have uncontrolled inflation in this country. It would be 
a greater disaster than almost anything that could happen to us. 

(r. Burrerr. Do you think that price and wage controls can effec- 
tively prevent inflation, in themselves? : 

Mr. Smauu. Only if they have the whole-hearted support of the 
economy, of the people. Everyone should be educated to the fact 
that this is for their good, not for their harm. It affects everyone. 

Mr. Burrerr. That means certainly that there has to be the prin- 
ciple of equality of sacrifice all through the economy, doesn’t it? 

Mr. Smauu. Very definitely in the sense that I take it you are 
meaning it, yes. We are getting pretty far afield from my job which 
is getting munitions and we are getting into the philosophy of general 
government and I don’t know whether I am competent to talk to the 
point or not particularly. There are other people who are supposed 
to talk to those points. 

Mr. Burret. This committee has this problem, Mr. Small: 

Aside from the military peril, the problems of ruinous taxation or 
continuing inflation at home are dangers that we have to make a 
determination on. 

Mr. Smauu. That is correct. 

Mr. Burrertr. That is a very difficult problem. 

Mr. SMALL. Very. 

Mr. Burrerr. Have you any suggestions on how to measure that 
problem? 

Mr. Smauu. How to measure the pressures? 

Mr. Burrerr. Yes. 

Mr. Smauu. I wish there were a way of having a safety gage, so 
that you could read exactly what the pressures were, that integrated 
the pressures of all of the various factors through the country. But 
certainly if you follow the rule of common sense and experience on 
this thing, we must acknowledge that we have a country producing at 
peak. We know that. We have had that here for many, many 
months. We are piling on top of that this munitions load, which is 
not terrific at the moment, but is growing week by week. 

We have on top of that a load of increasing the resources of our 
country. To get more steel requires steel. To get more aluminum 
requires steel. To get more aluminum and more copper, more 
everything else, requires aluminum and utilities and so on. All of 
those things require the very things in which we are in short supply, 
so you not only have the munitions load, you have the expansion load, 
which, of course, will help us a little bit later as we move forward. 

In the face of those growing demands, which are sure to be upon our 
country, it would seem to me that the pressures on a positive, limited 
supply must grow greater and can only be inflationary. I don’t see 
how you can arrive at any other conclusion. They must grow 
greater. 

Mr. Burrerr. Do you believe that this committee should attempt 
to cope with inflation without getting to the cause of inflation, which 
are - great amounts of money beyond the supply of consumer 
goods? 
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Mr. Smatu. I think this committee well knows what it should do, 
but I hope you won’t get me into a discussion of the technicalities of 
credit control and so on because that is certainly not my field. 

Mr. Burrerr. You have always been a good witness before this 
committee and you have always done a good job where you have been 
assigned, so I don’t think I should burden you with more of the 
technical aspects of this problem. 

Mr. Smauy. Thank you very much. 

Mr. Burrert. I hope you will remember that the committee asked 
you to consider the temper and morale of the people when it comes to 
placing large new grants of power into the hands of people in Washing- 
ton. Some, present company excepted, have not performed in a man- 
ner that creates unlimited confidence. 

You agree that that may have happened. 

Mr. Smauu. If I might make one comment, Mr. Buffett, there are 
a lot of people in this country, and some of them, people who are very 
intelligent, some of them are friends of mine, who say, “Jack, this 
Korea thing is almost over, isn’t it? Are you going to drop controls 
week after néxt, or soon thereafter?” 

I just can’t understand how they don’t realize that Korea is merel 
an incident. There can be many Koreas before we get through with 
this cold war, unless our enemies go into overt acts, and outrightwar. 

I think the only way we can avoid this thing is to create strength 
and create it just as fast as we can get it. We haven’t got it yet and 
we are not going to have it for a year or a year and a half. I think we 
have to bend every effort to get that strength and then maintain the 
strength. This is going to be a tough problem for all of us. 

Mr. Burrerr. We shouldn’t overtax our own economic machine in 
that process, should we? 

Mr. Smauu. I don’t know what you mean, Mr. Buffett, by “‘over- 
tax.’ We must not hurt our sound economy that supports us. We 
must keep that economy sound, if that is what you mean. 

Mr. Burrerrt. Yes. 

Mr. Sma. I agree with that. 

Mr. Bourrert. That is all. 

Mr. Mutter. Mr. Chairman. 

The CHarrman. Mr. Multer. 

Mr. Mutrer. Mr. Small, without trying to get you into the tech- 
nicalities and details of the credit programs, which of course are being 
studied carefully by the Federal Reserve Board and its various mem- 
bers of the staff, is it your belief that we must have credit controls 
as well as price controls and wage controls and rent controls, if we are 
going to do the type of job that must be done at this time? 

Mr. SMALL. Yes, sir; and I believe that we should use those controls. 
They are all different aspects of the same thing. We should use 
every tool which is reasonable and sensible in this thing to prevent 
inflation, stop it, hold it level, so we can move forward from a level 
basis. 

Mr. Mutter. Then the agencies must be authorized by the law to 
take whatever steps may be necessary within those various categories? 

Mr. Smatu. That is right. I trust that they will all, as I tried to 
do, use them with discretion, use them sparingly, but use them where 
they are needed to accomplish the result we all seek. 
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Mr. Mutter. In other words, we can easily contemplate that there 
may be a time when we won’t have to have controls in every one of 
these fields, but the agency must be set up so that we can integrate 
en and move ahead together and use it wherever it must be 
used? 

Mr. Smauu. That is right, because there isn’t time. Should we 
move forward in Korea and should we drop all the controls, Russia 
would love that. That would be wonderful for them. But should 
conditions shift, there is not time to go back to Congress and get con- 
trols reinstated. It is much better to have it there and use it with 
wisdom, or such wisdom as we have. We are all sincere people trying 
to do this job. It is better to do it that way than to try to do it 
piecemeal, in my opinion. 

Mr. Mutter. I think the men who are trying to do this job in these 
various agencies, like yourself, are more or less in agreement that 
even though at this moment we may use Mr. Buffett’s phrase, overtax 
our economy, we have to make an all-out effort to get so strong as fast 
as possible, that we will scare off, if we can use that phrase, Russia 
from any attacks she contemplates. 

Mr. Smauu. That is our only hope, if we can do that. 

Mr. Muurer. And although there may be some hardships, our 
American citizens must be made to appreciate that that is one of the 
costs they will have to pay if we are going to have peace. 

Mr. Smauu. And it is a lower cost than doing it the other way. 

Mr. Mu rer. Thank you. 

Mr. Cour. Mr. Small, what is your organization machinery for 
liaison with Mr. Wilson, Mr. Charles Wilson and his organization? 

Mr. SMauu. We have liaison at every level in Mr. Wilson’s shop, 
with Mr. Wilson, with his staff, with the Defense Production Admin- 
istration, which General Harrison did head up and now Mr. Gibson, 
and at the National Production Administration level, which is headed 
by Mr. Fleishman, with the other individual segments of this effort, 
Defense Metals, the Petroleum Administration, the General Services 
Administration, and so on. 

We have people who are working with those people all the time. 
I personally am working with these individual agencies and depart- 
ments. I personally am working with them every day and almost 
every hour. 

Mr. Coxe. And they are familiar with your major overall decisions 
as to policy, are they? 

Mr. SmMAtu. They are familiar with our decisions as to policy; yes, 
o In many of them, they sit in on those decisions before they are 
made. 

Mr. Cote. I want to talk a little about the act itself: 

Do you have the committee print of the bill? 

Turn to page 2 of the committee print. 

Mr. Sma. I am told that this is it, yes, sir. 

Mr. Cote. I am directing your attention to the addition to section 
202 or which is section 202, which is an addition to section 201 (a) 
on page 2 of the committee print. 

Mr. Smauu. Pardon me for a minute Congressman. 

Mr. Cote. Refer to the authority of requisition and to condemn, 
pages 2 and 3, shall I say? It is easy to compare the two things 
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that I am talking about if you have the committee print in front of 
you. 

I am directing your attention to section 201 (a) on page 2 and 
section 202 which this bill adds as an additional authority to the 
authority to requisition and condemn. 

You, in your statement on page 4, said that— 

Under existing authority supporting Government condemnation of private 
property, condemnation is not granted as a right but is merely permissive, and, 


moveover, the procedures that must be followed require long delays before the 
court may grant the right to condemn. 


Mr. SMALL. Yes, sir. 

Mr. Coxe. In what respect does 202 differ from the present statute 
concerning the right to condemn? 

Mr. SMALL. I am reading now: 


The four significant elements of section 202 are (1) the right to acquire tem- 
porary use of real property, (2) right to acquire—— 


Mr. Coxe. Let me interrupt. 

The Government can do that now, can’t it? 

Mr. Smatt. I was going to give you what we can do now anyway. 
I was trying to tell you what the new law says. 

(2) right to acquire any property located on the real property 
acquired to use therewith; 

(3) right to take immediate possession upon the filing of a condem- 
nation petition; 

(4) right to occupy, use, and approve property acquired prior to 
approval of title by the Attorney General. 

Under existing authority, the powers of the Department of Defense, 
as to the above-mentioned rights, are as follows: 

(a) Under section 401, title IV, Public Law 910, Eighty-first Congress, the 
Secretaries of the Army, Navy, and Air Force are authorized in order to establish 
or develop the installations authorized by the act to acquire lands and rights 
pertaining thereto, including the temporary use thereof, and the construction of a 
public-works project, authorized by the act, may be commenced prior to approval 
of title to the underlying land by the Attorney General. 

(6) Under the act of July 2, 1917, as amended (50 U. 8S. C. 151), the Secretaries 
of the Army and Air Force may cause proceedings to be instituted for condemna- 
tion of any land, temporary use thereof, or any other interests therein or right per- 
taining thereto needed for fortifications, camps, and construction of plants for 
production of munitions in war and in time of war or imminence thereof. Im- 
mediate possession may be taken upon the filing of a petition for condemnation. 

Under the act of August 1, 1888, as amended (40 U. 8. C. 257), the Secretaries 
of Army, Navy, and Air Force are empowered, when authorized to procure real 
estate for public use, to acquire the same by condemnation and under the pro- 
visions of the act of February 26, 1931. 

Under such action the petitioner may file a declaration of taking and upon the 
deposit of estimated just compensation, title vests in the United States and date of 
possession is fixed by the court. 


My understanding is that the new act gives us the right to act fast 
as against the existing right. My lawyers are here and can explain 
it more clearly. I am no lawyer. 

Mr. Cote. Frankly, it is impossible for me to follow the differences 
as you read them so we will leave it for the record and for further 
analysis, with this one exception. 

Section 201 (a), page 2 of the committee print, does somewhat limit 
the acquisition of property, the equipment, supplies, or component 
parts or materials or facilities; it limits to.the manufacture, servicing, 


SE cM aie SARA aE AS: 


AERIS: 


See WR RED 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 119 


or operation of supplies, equipment, and component parts as are 
needed in the national defense. 

Can you imagine of any reason why the National Defense Estab- 
lishment, Military Establishment, would require additional authority 
than is contained in that statement? 

Mr. Sma. I wish I could find this thing. My pages are different 
here. 

Again we are getting into legal verbiage but as I read it, whatever 
the President determines and so on, and every effort has been exer- 
cised and exhausted, he is authorized to requisition the property for 
defense of the United States upon the payment of a just compensation. 
The whole purpose of our particular interest in this revision is speed 
because we are building, we want to build these airports to take care 
of the 95 groups and we have not got a very long time. If the interest 
of the private property owner can be protected, as I am sure they are, 
what we want to do is to act fast and then determine what is just 
after the fact. 

Mr. Coxe. I won’t agree with you that Government cannot take 
immediate possession under title 201 (a). 

Mr. SMALL. It is rather cumbersome. 

The CuarrMan. Will the gentleman yield? 

Under a condemnation suit you can immediately take possession. It 
seems to me that it does not give the Government any interest in 
excess of the interest of a public-utility corporation, a railroad, or any 
of those corporations affected with the public interest. The Govern- 
ment can condemn property and immediately take possession of it, 
although the processes of condemnation are cumbersome and probably 
take a long time, they immediately take possession of the land and 
that is all it gives the Government, it seems to me, immediate posses- 
sion of the land, which is given to every public-service corporation 
that I know anything about. 

I have not practiced law for a good while but J remember that. 

Mr. Corte. Mr. Chairman, I think that illustrates very clearly 
what I have in mind. A railroad utility has the right of condemna- 
tion but a railroad may not condemn any land in order to use that 
land for a ping-pong concession. The National Government may not 
condemn my land, except as they do so under a need authorized by 
Congress. 

Now, in section 202 we provide here that whenever the President 
deems it necessary in the interest of national defense, he may take 
the land or the property or the facilities. 

Now, Mr. Small, while you realize that certain administrators will 
do that only in the interest of the national defense, yet I in my re- 
sponsibility feel that it is possible under any administration that there 
will be administrators attempting to use the words “national defense”’ 
to further some other program in which they are interested. 

That is what I must concern myself with, that we do not permit a 
law to be enacted which will permit people to use it contrary to the 
idea which Congress promulgated in the adoption of the law. That 
is what I am driving at. 

What I mean is this: 

If the law provides that the use of—whenever the President deter- 
mines that the use of any equipment, supplies, component parts 
thereof, or equipment or facilities necessary thereof for the manufac- 
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ture, servicing, or operation of such equipment, supplies, or component 
parts is needed in national defense, then let them take it now, imme- 
diately, by condemnation, by requisition or whatever they need, but 
why doesn’t that suit all the needs of the military? 

Mr. Smatt. To answer the last question first, as I read it, command 
facilities, such as an airport, wouldn’t fall within that provision at all. 

Mr. Cote. Why not? 

Mr. SMALL. Because you are not using facilities for the manufacture 
and servicing operation of such equipment, supplies, or component 
parts. In section 201 they are talking about manufacturing; they are 
talking about industrial things there. 

Mr. Coxe. A facility in the operation of equipment, supplies, or 
component parts. 

Now, it is in the operation of the equipment needed in the national 
defense, is it not? 

I may be wrong. If so, I think discussion is helpful. 

Mr. SMa.tt. I am advised that that has not been the interpretation. 

Mr. Coxsz. If it has not been the interpretation it may need some 
additional language which would broaden it. 

Then I will agree with you if that is the case. I am not sure that 
it is—I will put it this way: I am not sure that it is the intent of any 
of the people who supported this particular amendment here to limit 
it in such fashion. I will say that. 

All right, let’s turn to the question of subsidies, which you mentioned 
on your page 6. Yousay that a second addition to the present author- 
ity is a creation of a new section 303 (c). You then say: 

However, I would like to state that I do not understand that this is a general 
subsidy provision. : 

Turning again to page 6 of the committee print, I find that the Presi- 
dent may make provision for subsidy payments on any domesticall 
produced material in such amounts and in such manner and on suc 
terms, and so forth. 

Now, that certainly is very broad and general, isn’t it? 

Mr. Sma. Yes, it is. I don’t know how you can write a law that 
can cover every possible contingency and put road blocks in any pos- 
sible avenue where an administrator might go haywire or something. 
The legislative history of this thing, of this subsidy in this bill, is pretty 
vied and I think the administrators must be guided by the legislative 

istory. 

Mr. Corr. That is what we are trying to make, the legislative his- 
tory on it. 

You understand, Mr. Small, subsidies are a pretty touchy problem 
that arise in Congress. 

Mr. SMa... It is with me, too. 

Mr. Coir. And many of us who have to deal with it, don’t want just 
some genralization thrown into a law and have somebody pop up and 
say this authorizes all sorts of subsidies under all sorts of circumstances. 

Mr. Sma. I agree. 

Mr. Cote. I would like to direct my further questions to General 
Myers, if I may. 

Did I understand, Mr. Chairman, that General Myers is introduc- 
ing into the record certain statistics with respect to the studies which 
the Air Force has made concerning housing? 
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* General Myers. Yes, sir; that is correct. We have statistics on 
surveys of rents made by the three services, the Army, Navy, and Air 
Force. 

Mr. Gamste. Of rents, did you say, sir? 

General Myers. Yes, sir. 

Mr, Coxe. Those are in areas adjacent to various military estab- 
lishments? 

General Myers. That is correct, sir. 

Mr. Core. When was that done? 

General Myers. That was done in December and January. 

Mr. Cotz. December 1950 and January 1951? 

General Myers, That is right. 

Mr. Coxe. And how was it done? 

General Myers. By surveys at the individual installations, by the 
local people surveying the individual families occupying rental units 
in the vicinity, the rents that they paid before decontrol, if that were 
the case, and the rents at that time. 

Mr. Coutx. By local people, do you mean your local military? 

General Myers. Local military. December and January. 

Mr. Cote. Then that was done by submitting a questionnaire to 
your military personnel? 

General Myzrs. That is right, sir. 

Mr. Cots, Is that the only survey that you made? 

General Myers. That is the only survey that we have at this time; 
that is right. 

Mr. Cos. And that then does not disclose the vacancy rate in 
the communities nor does it disclose the buildings under construction 
and buildings which 

General Myrrs. No, no, this has entirely to do with the civilian- 
owned housing being rented to military personnel. It has nothing 
to do with the other matters you speak of. 

Mr. Coxe. General, the military is allowed a certain monthly 
rental allowance for military personnel. Will you include in the 
record a statement showing the monthly rental allowance for the 
military personnel? 

General Myers. Yes, sir; I have that. 

Mr. Cote. I don’t want you to read it now. 

General Myers. I have it here. ‘ 

Mr. Cote. Is it long? 

General Myers. No, sir. The average rental allowance for a 
family of three—that would be the male head, the wife, and one 
child, for the enlisted, is $67.57 per month, enlisted personnel entitled 
to quarters. 

A second lieutenant is $75 a month; a first lieutenant, $82.50 a 
month; captain, $90 per month. 

We would call those junior officers. 

The average for junior officers is $85.54 a month. 

A major is $105; lieutenant colonel, $120; colonel, $120; brigadier 
general, $150—brigadier general and above. 

The average for your senior officers, major to generals, is $111.94 
a month. 

Mr. Coe. So that I may have no misunderstanding, that is the 
monthly payment allowance made by the Government to the per- 
sonnel for rental? 
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General Myers. That is correct. That is the allowance in lieu of 
quarters. 

Mr. Cote. In lieu of quarters? 

General Myers. Right. 

Mr. Nicnotson. Why should a sergeant who has a daughter or 
son be allowed by the United States Government seventy-odd dollars 
and a major get $111 on the rental of a place he must live in? Why 
should there be any difference at all? 

General Myers. For the same reason, sir, I think—TI can answer 
that, for the same reason that there is a difference of salary in private 
industry for different responsibilities. 

Mr. Nicuouson. I am very much interested because I come from a 
place where there is a camp nearby and I don’t believe anybody pays 
more than $40 or $50 a month rent for a six-room house. 

Now, the Government says, because you are a private or sergeant 
or something else, that you get extra pay for a house that you are 
living in, which Mr. Tighe Woods says is $40 a month, and you allow 
them $75 a month. I can’t understand it. 

General Myers. That is the allowance in lieu of quarters prescribed 
in the Pay Act. As an example, at one place here—— 

Mr. Nicuotson. I don’t want to bother you, General. I am sorry 
to do it, but in this bill, with rent control, both private and public and 
everything else, they bring in the United States Army or the Marine 
Corps or the Air Force or something and allow a member of their 
forces to get from the Federal Government at least twice as much as 
is the going cost. 

General vena: I don’t think that is true. For example, a staff 


sergeant at Craig Field in Alabama pays $70 for one bedroom and 


shares a bath. 

Mr. Nicuoutson. What is that? 

General Myers. At Craig Field in Alabama. 

Mr. Nicuotson. Yes. 

General Myers. A staff sergeant pays $70 for one bedroom and 
shares a bath, $70 a month. 

A technical sergeant pays $70 for two unfurnished rooms. 

Mr. Nicuotson. Is it private property? 

General Myers. Private property. 

Mr. Nicuoutson. Private property? 

General Myers. Private property. 

Mr. Mutrer. No rent control. 

Mr. Coun. I would like to renew my interrogation. 

Mr. McDonovau. Is it or isn’t it rent control, that rate that you 
read there? 

General Myers. This was decontrolled in May. 

Mr. Nicnouson. This is Air Force control. 

Mr. Mutter. There is no rent control there. 

Mr. Nicuoxtson. No, there is no rent control there. 

Mr. Gamsue. Alabama has no rent control. 

General Myers. Massachusetts and the New England States are 
still under rent control, it is my understanding. 

The Cuarrman. I think we should have this apply to the subjects 
under discussion here. Let’s have our questions addressed to the bill. 

Mr. Mutrer. Let the record show that the Army and Navy and 
Air Force are not fixing these allowances. That is done by statute. 
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General Myers. That is done by statute. 

Mr. Nicnotson. Mr. Cole is entitled to an answer. I now give up 
my time. 

Mr. Cote. General, I am quite sure that in the areas where you 
have placed war installations and there has been an implementation of 
military personnel, there has been caused housing shortages? 

General Myers. That is true in many cases. 

Mr. Coxe. In many cases. 

How widespread has that been throughout the country? 

General Myers. I think, sir, that the housing shortage near mili- 
tary installations is uniformly acute. It varies in different localities, 
of course, but I can’t think of a single Air Force installation that does 
not have a housing shortage to some extent. Some places it is more 
acute than others. 

Mr. Coir. Have you, speaking of you as the military, been work- 
ing with the committee headed by Mr. Kaul—has the military been 
working with the Critical Areas Committee in order to have these 
areas determined defense areas? 

General Myers. Yes, I understand that we have. 

Mr. Cote. What progress is being made? 

General Myers. May I ask Colonel Schuyler to answer this ques- 
tion, who has been working on this? 

Colonel SchuyLter. The Department of Defense has a representa- 
tive on that committee who furnishes them with information concern- 
ing both our military requirements and our requirements for produc- 
tion facilities. That committee brings together the Housing, Home 
Finance Agency, the Bureau of Labor Statistics, who make studies 
and surveys. So far I understand that there have been only two 
areas in which the committee has made recommendations. They are 
just getting under way and we don’t know yet what relief can be ex- 
pected from their operations. They have only two tools to work 
with right now. One is credit controls and the other is materials. 

Mr. Cor. There are two of them? 

Colonel Scuuy.ter. Two of them. 

Mr. Cour. General, you overlooked the question of relaxation of 
regulation X. The Federal Home Loan Bank Board have other regu- 
lations and restrictions concerning the amount of money that a sav- 
ings and loan association may have invested in mortgages. They 
have enlarged that restriction, made the restriction greater. 

They have another restriction which forbids the savings and loan 
associations from selling more than a certain percentage of their total 
mortgages on hand. Those would also be relaxed if the areas were 
declared defense areas. 

The point I am making is that. we seem to be moving rather slowly 
in the establishment of defense areas for the purpose of building houses. 
I would think that almost overnight, by reason of a list being given 
to this committee—this is not your responsibility—a list being given 
to this committee could immediately determine that this area is crit- 
cal and get the job done, at least move that far. 

I am not pointing this to a question to you or a criticism of you. I 
am just throwing it out as a question why this has not been done. 

I do say, however, I do believe the military has the responsibility 
to work with this committee and see that they do everything that 
they can to get these areas declared defense areas. 
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Mr. Bouurne. Mr. Cole, I was under the impression that savings 
and loan companies were primarily interested in home ownership 
rather than rental property. Isn’t that generally true? 

Mr. Coz. Yes, I think so. 

Mr. McKrynon. I think if you investigate you will find that the 
mere relaxation of regulation X is not going to build houses. You 
still have a hard row ahead and rescinding regulation X isn’t going to do 
anything about it. Mortgage money is the bottleneck and relaxation 
of regulation X is not going to take care of that. 

General Mysrs. That is right. You can go to the market and find 
out if the money is available or not and the money isn’t available 
today. 

Mr. Cote. I don’t agree at all. 

The CuarrMan. We seem to be discussing a housing bill. 

Mr. Coxe. I think it has relevancy with respect to rent control 
and the supply of houses under rent control. 

Mr. McKinnon. Builders can’t get the money to build with, be- 
cause the mortgage companies won’t loan sufficiently and regulation 
X has no influence in this regard. 

The CHarrMan. Let us try and address our testimony to the bill 
under consideration. 

Mr. Coxe. Mr. Chairman, I think that these questions are relevant 
to housing, as it is relevant to rent control, as 1t is relevant to General 
Myers’ testimony. If his testimony is relevant, then I think this 
cross-examination is relevant. If his testimony is irrelevant, then I 
think the cross-examination is irrelevant. 

big CHAIRMAN. This is not getting to the real meat of this question 
at all. 

Mr. Coin. The question on rent control is the supply of houses and 
how to get them. You can have a defense housing bill in 20 minutes. 

Mr. Mutrer. Let’s have it. 

Mr. Cote. I am willing to vote on it today. 

Mr. Mutter. You and your colleagues voted to prevent the House 
from considering it. 

Mr. Nicnouson. Mr. Chairman, may I ask one or two questions? 

The CHarrMAN. You can ask one or two, yes. 

Mr. Nicnouson. I am not finding any fault with the general or 
the colonel who just stood up here. I think they tried to answer these 
questions in a favorable way, but, Mr. Chairman, maybe you are 
going to stop me from talking and ask a question. 

The Cuarrman. You are not asking a question. You are making 
a statement. Ask a question. 

Mr. Nicnotson. This question before us is, isn’t whether or not a 
Marine Corps man or a Navy man or an Army man is going to get 
what. This question here is control of rents, both of housing and 
commercial rents, and you don’t want to answer it, do you, General; 
it is none of your business? 

General Myers. It is our business only insofar—it is my business 
insofar as control of family housing rents is concerned and our interest 
in being able to obtain housing for our people, for our military per- 
sonnel, retain them in the service, keep up their morale, provide 
housing within their means to pay. 

If we cannot provide for the family life of the people in the military 
service, we won’t be able to retain them in the military service. If 
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rents go way beyond their means to pay, then they either have to live 
in hovels or they have to separate from their families , and we can’t 
hold people under those conditions. 

Mr. Nicuotson. I realize that, General. 

Have you any statistics to show that in our country, that people 
are being treated that way? 

General Myers. Well, sir, these surveys that I just gave you some 
examples of, I can give you some more, sir. 

Mr. Nicuotson. All right. 

General Myers. If you want specific cases. 

Mr. Nrcwouson. [ will leave that out. 

General Myers. I will put it all in the record. 

The rents have gone up from 35 to 100 percent in various areas and 
we have many cases, such as this one, of the staff sergeant who pays 
$70 for a one-bedroom apartment and shares a bath. 

Mr. Nicuwouson. Was it in Washington? 

General Myers. No, sir; they are not that bad in Washington; no, 
sir. The conditions are not that bad in Washington. 

Mr. Nicuouson. Are they isolated cases that vou are quoting or is 
that the general thing around? 

General Myers. These are individual cases, sir, but they are not the 
exception, I would say. They are an average : across the board. 

Mr. Mutrer. Are they typical? 

General Myers. They are typical, I think, of many of our installa- 
tions. 

Mr. Gamsue. Are those in exceptional cases or iv decontrolled 
areas? : 

General Myers. Generally they are in decontrolled areas. 

Mr. Gamsue. They wouldn’t have gone up if the controls were 
still on? 

General Myers. That is right. There are many reports where 
rent control is still in effect and we have a negative report of ours on 
increases in rents. 

Mr. Nicuoutson. You have the names of the cities or towns that 
perpetuate conditions like this? 

General Myers. Yes, sir. We do have cases where there has been 
no appreciable increase. Here is an example, at Chandler, Ariz. 
Rent has been decontrolled but there has been no appreciable increase. 

Mr. Nicnoison. How about the district that I represent, Massa- 
chusetts? 

General Myers. As I understand it, rents there have not been 
decontrolled, in the New England States, and there is no adverse 
action there. There has been no increase in rents there. 

You mentioned Camp Edwards. We have Otis Air Force Base 
there. Our report from Otis is negative. In other words, negative 
on increase in rents. 

The Army report for the New England States is that rents have not 
been decontrolled there and there has been no increase. 

The CHarrmMan. Are there any further questions? 

Mr. Nicuouson. I hoped, Mr. Chairman, that I might have some 
answers, but if you want to ask somebody else, go ahead; it is all right 
with me. 

Mr. DoturncEr. Will you yield, Mr. Nicholson, to a question? 
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Will you suggest that they decontrol the area around Camp 
Edwards? 

Mr. Nicuoutson. We have never had any decontrol or recontrol or 
anything else. They stepped in here and told my people how much 
they can pay for rent. Just civilian people, not the Army or any- 
thing. And we haven’t, so far as I know, gone up on rents for the 
poor soldiers, sailors, or anybody else. 

Mr. Cote. General, do you have Leavenworth there? 

An interesting thing about that, and perhaps part of the reason for 
my attitude about rent control—Leavenworth was decontrolled 
awhile ago. I haven’t had anybody at Leavenworth tell me there 
was trouble on rentals. Don’t give me one case or two cases. I[ 
want statistics about it. 

General Myrrs. We have the report from Sherman Air Force Base 
at Fort Leavenworth. We have a base there. There is no increase 
as a result of decontrol. The rents have been decontrolled. 

Mr. Coxe. Sherman base is a small segment of Fort Leavenworth? 

General Myers. Yes. 

Mr. Cote. Now, the Army report, I have to look that one up. 

General Myers. I am sorry, sir, but the Army didn’t report on 
that area. 

Mr. McKinnon. General Myers, we have heard expressions that 
as far as rent control is concerned, it should be left to the local areas or 
States involved. If that were done would your men be able to protect 
themselves, inasmuch as I imagine most of them are not registered in 
the localities where they are paying these rents? 

General Myers. I don’t think they could protect themselves. 

Mr. McKinnon. The military operation wouldn’t help them at all? 

General Myers. In my opinion it wouldn’t. 

Mr. McKinnon. Mr. Small, are you consulted at any time when 
these certificates of necessity are issued on tax amortization programs? 

Do you sit in on that discussion? 

Mr. SMALL. I sit in only at special requests. The tax-amortization 
certificates come in to the National Production Authority and they 
are screened and handled by the National Production Authority and 
fanned out to the departments of the Government who have cogni- 
zance and who can certify to them on these things. The armed serv- 
ices are not among those departments, however. They do flow over 
our desk for comment—and I am talking about the armed services— 
over the desk there are sent for comment, those things in which they 
think the military has a particular interest. 

The things that are of particular interest to the Army are handled 
by the Army. Things that are of particular interest to the Air Force 
are handled by them. The same is true of the Navy. 

I think up to this moment—I believe I have some figures here on it— 
the Navy has commented on 96 applications, the Army has com- 
mented on 250, and the Air Force has commented on 341 applications. 

Mr. McKinnon. When they comment on those applications, do 
they take into consideration before they approve a certificate of 
necessity, whether there are available in adjacent areas, similar pro- 
ductive capacity before they allow expansion in some larger plant? 

Mr. Smauu. The three military departments are under strict policy 
orders not to have anything to do with an expansion of capacity, if 
there is open, existing, competent capacity to perform the job. 
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Mr. McKinnon. Anywhere in the country? 

Mr. Smatu. Anywhere in the country, if there is competent ca- 
pacity to do the job. 

Mr. McKinnon. Those words have a variation of meaning. 

Mr. Smauu. They mean something very clear to us. 

Mr. McKinnon. They do? 

Mr. Smauu. They certainly do. 

Mr. McKinnon. We had a complaint from small machine shops 
that they were being given work only on a temporary basis until one 
of the bigger concerns in the general area finished their capital improve- 
ments and were in production of the same item, which would be 
within another 5 or 6 months, and then the small industry would be 
completely out. 

Mr. Smauy. We have had a few reports of that kind and we 
endeavor to trace every one down and pin the person down who did 
it, because he is going strictly against orders when he does it. 

Mr. McKinnon. Yon are willing to enforce that order? 

Mr. Smaut. Yes, sir, we feel very strongly about that. I mean 
that with complete sincerity; yes, sir. 

Mr. Bourne. I would like to clear the record on this question of 
the quarters allowance that is provided for by statute for enlisted men 
entitled to quarters, and for officers. It is in lieu of quarters and is it 
in lieu of utilities? 

General Myers. Yes. 

Mr. Bouuine. So that in effect it covers not just the rental but the 
utilities involved and perhaps conceivably some other services? 

General Myrrs. That is right, sir. The Government furnishes 
quarters and they furnish the utilities that go with them—heat, light, 
water, sewer—they furnish a certain amount of furniture; of course, 
the Government maintains the quarters. In other words, that is 
net to the individual. 

He gives up the quarters allowance or he forfeits the quarters 
allowance and he obtains a place to live that is completely maintained 
and it has some furniture in it. 

Mr. Bouuina. So, as is obvious, there are not quarters enough to 
take care of military personnel on posts, and you might be confronted 
with a situation, if there were various substantial increased rents, in 
line with the factors you mentioned of morale, it might be necessary 
to change the statute, if we could not hold down the rents, as far as: 
quarters allowances are concerned? 

General Myers. Yes, sir, I think that very well might obtain, to. 
maintain a standard of living, you would have to increase the quarters. 
allowance under those conditions. 

Mr. Gams e. Is the situation any worse now than it was during 
the World War II, if you know, sir? 

General Myers. I think we have the same trend now. Of course,. 
you know that quarters allowances have been increased. , 

Mr. GamBue. I meant in regard to houses and rents? 

General Myers. I believe the condition is somewhat similar, sir. 

Mr. McDonoveu. Following that thought, certainly the trend 
may be there, but the conditions can’t be equivalent. You don’t have 
the personnel in the Armed Forces? 

General Myers. Oh, no. 
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Mr. McDonovenr. You don’t have the crowded conditions for 
defense workers; you don’t have the high percent of the national 
income being used to produce the defense materials and in the mean- 
time you have had a terrific amount of building on the part of private 
individuals, both for rental purposes and for individual occupancy, 
so that insofar as it being comparative to World War II, it corals 
can’t be compared. ‘ 

I don’t think that that is a fair 

General Myrrs. No, sir, I did not intend that. I think that, as I 
said, the trend is there. If we continue to expand, we will ultimately 
reach the point that is comparable to what it was in World War II. 
At the present time, in spot areas, and that——— 

Mr. McDonovau. Yes, sir, Mr. Wilson was the witness here and 
it is his job to produce the materials for defense and he admitted that 
the peak of the building up for the defense in the present emergency 
that we are facing, that we would not consume more than 20 percent 
of the national income, while in World War II, at the peak we were 
close to 80 percent of the national income and certainly at the same 
comparative period in World War II, as we are now in World War II, 
we will say, we were far beyond 20 percent of the national income, so 
that if in your opinion we are going to be in the same situation when 
we come to the peak of the present preparations of 20 percent of the 
national income as we were when we were consuming 80 percent of 
the national income, I can’t see how you conceive such conditions, 
because in the meantime you have built up any number, thousands and 
thousands of living quarters all over the country. 

General Myers. Sir, I think I can only answer that by saying 
that at the command installations, at the location of the command 
installations and in the defense areas, the condition will obtain. 

Mr. McDonoveu. I beg your pardon. If you mean that you are 
directing your remarks to military installations, specifically—I was 
talking about the over-all picture as far as civilian and military 
personnel is concerned. 

Now, in reference to military installations, what relief have you 
had from the Wherry bill, we will say, as to the building of homes 
around military installations, in the vicinity of military installations, 
aside from the Wherry bill? 

General Myers. We have made maximum use of the Wherry- 
Spence Act and are making maximum use of it within its capabilities 
at the present time. I testified this morning that we have in one 
stage or another in the Air Force some 33,000 units under way now. 

Mr. McDonoveu. More than you had during World War II? 

General Myers. More than we had, sir. 

Mr. McDonoveu. That is 33,000 additional units. 

Mr. McKinnon. They are not finished, are they? 

General Myers. Oh, no, sir. Many of the units from World War 
II are not,in the hands of the military, now. There have been many 
of those that have been lost. 

Mr. McDonovenr. What are the 33,000 that you are talking about? 

General Myrrs. They are new units being constructed or in process 
of negotiation and preparation under the Wherry bill. 

Mr. McDonoveu. Can you say how many you now occupy? 

General Myers. Yes, sir; I have that. 
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Mr. McDonoveu. I mean an approximate number, not a specific 
number. 

General Myers. We have 2,948 occupied at the present time on 
15 bases. 

Mr. Bouuine. Will the gentleman yield at this point? 

Mr. McDonoveu. I obtained the floor from Mr. Gamble. 

Mr. GamBLeE. Go ahead. 

Mr. Bouurne. Mr. McDonough, you have mentioned several times 
the figure 80 percent of the national production going into war pro- 
duction in World War II. 

Mr. McDonoveu. Yes. 

Mr. Bouurne. I would be very much interested in seeing in the 
record something to support that. 

Mr. McDonovueu. What would you estimate? 

Mr. Bouuine. The best figure I have seen is 45 percent. 

Mr. McDonovau. That is twice the amount we expect from the 

people, according to Mr. Wilson. 
‘ (Discussion off the record.) 

The CuarrMan. Mr. Bolling brought out that this allowance for 
enlisted men’s and officers’ quarters includes more than rent, doesn’t 
it, peraquady for the enlisted men? If he goes on the reservation, 
he has quarters there and he has other facilities. Doesn’t that allow- 
ance mean more than just rent? 

General Myers. It is money that he gets, sir, in lieu of getting 
quarters and he has to, if he has a family, he has to provide himself 
with a place to live completely out of that. He pays utilities, he pays 
shelter rent. 

Moe CuarrMan. All of the facilities are included in that, aren’t 
they? 

General Myers. In the allowance, anything that he wants to buy 
for that is included. That is all he gets, sir. He gets nothing else. 

Mr. Mutter. And the cost of transportation to and from the facili- 
ties that he is living in off the reservation? 

General Myers. That is right, sir. 

The CHarrmMan. That isn’t rent. That includes many other things 
besides rent. 

Mr. Burton. Is that optional? 

General Myurs. No, that is not optional, no, sir. 

Mr. Deane. General, Wherry housing, is that subject to a ceiling? 

General Myers. My understanding is that any new units con- 
structed are not subject to rent control and in the case of Wherry 
housing, my understanding would be likewise. They would not be 
under the present laws subject to rent control. 

Mr. Mutrsr. There is a maximum rent fixed for each unit in the 
FHA agreement and in the mortgage instrument. 

General Myers. That is right. 

Mr. GamBue. Doesn’t that prevail also under the Wherry bill and 
when you provide for the construction of these houses you fix a rental? 

General Mysrrs. That is right. 

Mr. Gams ez. I am asking for information. 

General Mynrrs. That is right. The rent is fixed. 

Mr. Gamsue. You have entire control of the whole situation. 

Mr. Smatu. Mr. Congressman, could I interrupt for just a second? 
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Mr. Chairman, could I introduce Mr. Harold Stuart, Assistant 
Secretary of the Air Force, who is extremely interested in the Wherry 
housing and ee nays to the Wherry picture with reference to what 
is being done. ay he answer some of the questions under way? 

Mr. Deane. Mr. Chairman, at this particular point, I learn with 
regret that Mr. Stuart is leaving the important post that he has been 
holding as Assistant Secretary of Air. J am sure that the service will 
be the loser at his leaving. 

The Cuarrman. If the question is addressed to him, it is all right. 

Mr. Deane. My colleague, Mr. McKinnon, was pointing out cer- 
tain bottlenecks in Wherry housing. What is the trouble? Is that 
characteristic of the program? 


STATEMENT OF HON, HAROLD STUART, ASSISTANT SECRETARY 
FOR AIR 


Mr. Sruarrt. Sir, and Congressmen, as far as the Air Force is. 


concerned, there is an old procedure which we operated under until 
December 15, 1949, in which we have some 39 different installations, 
in which we have houses certified for construction. It amounts to 
some 23,000 houses. We have approximately 29 of these installations 
right now where housing is under construction. Some 18,000 houses 
are actually under construction today; three installations have been 
completed of about 1,200 housing. 

During this month there will probably be an additional 1,000 to 
3,000 more on which construction will be started. 

Mr. Deane. The 3,000 within what period? 

Mr. Srvart. Within this next month. 

We have under the different administrative procedure, under the 
Department of Defense, we do have some difficulties which we are 
trying to iron out in the Department of Defense. 

Of course, during that time, since Korea started, you have had a 
considerable increase in your cost of construction, something in the 
neighborhood, estimated by FHA, I believe, of from 20 to 23 percent, 
depending on the locality. A lot of the installations do not have 
land on the installation on which you can construct housing. 

Where we do not have the land, we must go out and purchase the 
land surrounding an installation that is in most instances quite high. 
We have to take the utilities to this land. Therefore, it is our very 
sincere opinion that we will be unable to build Wherry-Spence houses 
unless appropriations are provided for acquiring the land and provid- 
ing the utilities and the streets and sidewalks. 

Mr. Deane. What you are saying, then, is a further indication of 
the necessity of the legislation before us? 

Mr. Stuart. Yes, sir. The legislation before you—addressing 
myself to the legislation before you on the rental, there is a require- 
ment for rental control or regulation in certain areas throughout the 
country. For instance, in resort areas, during the summer months 
they make their living from the rentals that they are able to get. Then 
you have military personnel who are moved to installations in those 
areas, not by their own choice, but by virtue of the fact that they have 
Army posts or Navy installations or air bases near there. 

The rents will go up as high as $300 a month. 
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I think that many of you saw in Life magazine just a few weeks 
ago the situation in Missouri, where rents were up to $180 for one- 
and two-room small houses. 

Mr. Mutter. Houses or shacks? 

Mr. Srvarr. Shacks. They are termed houses, but they are 
shacks. You can go down to Eglin Field in Florida. People are 
living in shacks there that a good farmer would not put his chickens 
in, in my opinion, and the rents are very exorbitant. We have many 
hundreds of people who are traveling as far as 50 miles a day, 100 
miles round trip, that are working at Eglin Field. 

We have other areas in Montana where the people are living in— 
the enlisted men are living in trailers and one- and two-room trailers 
with just a cold-water faucet, outdoor toilet facilities—I say outdoor; 
I mean separated from the trailer. 

Since they belong to the Government, if they must give up their 
quarters allowance, they must pay $67 to live in a trailer that vou 
would rent for $10 or $12 somewhere else, because there are no facilities 
in the local communities. 

Where there are facilities in the local community, the rents are 
beyond their ability to pay. 

There are other areas that have local control of rents where housing 
is available and there is no trouble. There are certain areas through- 
out the country, and as we increase the size of the Military Establish- 
ment up to the neighborhood of 3,000,000, we are going to have more 
and more critical situations insofar as your rent is concerned. 

I think during the last war we had something like 10% million under 
arms and we will have something like about one-third of that at the 
present time but we are not anywhere in the position that we were in 
the last war because we had a lot more defense workers and a lot more 
people in the military, but we are approaching that in some military 
areas. 

I don’t think that it applies all around but it does in certain military 
areas when you are getting more and more people into the areas where 
you have less and less housing. 

The southern part of North Carolina might be, I think, a place about 
which we have talked before, Mr. Congressman. 

I hope that that doesn’t get in that situation but it might very well. 
It did during the last war, as you are quite aware, but I think this 
Wherry-Spence housing will only provide housing on our permanent 
installations that were permanent prior to the time the Korean incident 
started, so that will not provide for the housing of our increase from 
our 48-wing program to our 95-wing program. We can get no housing 
for those increased semipermanent bases. 

Also on the permanent bases, the 48-wing bases, we are increasing 
and going up to a larger strength and doubling up on many of those 
bases and we cannot provide Wherry housing beyond what the 
permanent strength of that base would ordinarily be as of June 26, 
1950. 

Your rents under the Wherry-Spence housing, also, as I spoke a 
moment ago, if it is on the base, and you have utilities, the rents will 
be much lower or will be lower, and your houses, the size of the houses 
will be larger than if they are off the base, so if it is in an area in the 
very northern part of the United States, where your utilities are high, 
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you will get much less house in that area than you will in areas where 
utilities are lower. 

I just returned from a trip and visited about 17 bases where we had 
Wherry housing under construction, and in some places where we have 
propane gas, vou have to use propane gas. For instance, at Victor- 
ville, Calif. You will find that your gas bill, during the winter out 
there, will run up to $40 and $50 per month per unit. A man gets 
$67.50 and that is to take care of all of his utilities and all of his rent. 

Mr. Deane. What rank personnel is usually occupying Wherry 
housing? 

Mr. Sruarr. Sir, on these bases we are so short of housing in the 
Air Force that everybody that we can accommodate is living in these 
houses. We are trying to provide, of course, for the airmen and the 
junior officers. That is the primary purpose, in my opinion, of the 
Wherry-Spence housing, the Wherry-Spence Act, but we have no 
houses in some areas and senior officers are also occupying them but 
on a much, much reduced scale, because the purpose of it, in nearly 
every instance, the airman housing is always 50 percent or greater of 
all of the Wherry housing on that particular installation. 

There are some senior officers—when I say senior officers, field-grade 
officers—that are living in Wherry housing. 

Mr. Bouuinc. What is the average rent? 

Mr. Sruarr. It runs about $80, just as a rule of thumb; about $81 
per unit. 

Mr. Bouuina. That is exclusive of utilities? 

Mr. Stuart. Yes, sir. Oh, including utilities. That is rather diffi- 
cult to say because it depends on 

Mr. Bouuina. The $81 is exclusive of all utilities? 

Mr. Sruart. No, sir. In the Wherry houses, the average rent, 
including the utilities. 

Mr. Bourne. Including? 

Mr. Sruarr. Yes. 

Mr. Mutter. What is that, one or two bedroom? 

Mr. Sruart. We have one, two, and three bedroom. The average 
gross area is about 930 square feet. In some areas we have up to 
about 1,000 square-foot average at Chandler, Ariz., for instance. 

In other areas, such as Great Falls, Mont., it is 692 square feet. 

Mr. McKinnon. How much Wherry housing do you have which 
is not finally approved for construction? 

Mr. Sruart. We have—I can give you a little breakdown. 

We have three installations where they are 100 percent completed— 
about 1,200 houses. 

We have 29 others comprising about 16,143 that are under construc- 
tion today, as of May 4. 

We have three others in which they have received FHA commit- 
ments and are awaiting closing. 

These are about 1,500 units. 

We have five other units of 3,000 that are under FHA review right 
now but for some reason or another, because of the reverter clauses 
on the land, we are not able to close at this time. 

Then under the new procedure we have 13 in which architect en- 
gineers have been selected. 

That is about 5,500 units. 
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Mr. McKinnon. If this new defense housing bill, which includes 
the Wherry housing bill, is not extended beyond ‘the deadline of 
June 30, then we are going to lose some 8,500 homes for the service? 

Mr. Srvarr. It will bea very, very serious blow to us if the Wherry- 
Spence Act is not extended. 

Mr. GamBie. When does it expire? 

Mr. Srvarr. June 30 of this year. 

Mr. GAMBLE. 1951? 

Mr. Sruart. Yes, sir. 

The Cuarrman. How much of this housing is on base and how much 
is off base? 

Mr. Srvuarr. Of our 31, there are about 22 that are on base and 
about 9 that are off base. I can give you the exact figure, if you want, 
but of the new procedure and those which you have not been able to 
close, most of that is off base and that is the reason that we have been 
unable to close, because we cannot get a satisfactory rent for the size 
of the house. 

The CHAtrMAN. There is no control over the on-base houses; no 
rent controls of any kind. 

Mr. Stuart. We know what the rents are going to be, sir, when 
we close with FHA, we know what each—that is, as far as the actual 
rent, exclusive of the utilities, we know exactly what that is going to 
be for the life, supposedly for the life of the 

The CHatrMan. That is under FHA. 

Now, the off-based, is that under rent control? ; 

Mr. Stuart. No, sir; that is not under rent control. We know 
what that figure will be but that is subject to change by virtue of 
taxes, you see. If taxes are changed, taxes are raised or assessments 
are made on the off-base projects, then that will have to be added to 
the rent. 

The CuatrMan. None of this is material to this bill. There is no 
question of rent control over any of these things; is there? This comes 
under the Office of the Housing Expediter? 

Mr. Sruart. That is correct, sir. 

The CHarrMan. So this is all immaterial to this bill. 

Mr. Drane. My reasoning, Mr. Chairman, is that if this bottleneck 
in Wherry housing is to continue, there is going to be a shortage of 
housing as related to the control of rents in those areas. 

Mr. Stuart. Of course, it will affect the most critical of all, the 
build-up bases or semipermanent bases where we have no, and can 
get no, Wherry housing and can get no housing at all. 

That is where your rent control or rent regulation of some sort must 
step in to prevent rents from running away, as it did during the last 
war. 

Mr. Nicnotson. How can we start rent control, when under our 
laws, as far as I know, since I have been on the committee, new houses 
are not under control anyway, whether under Government or what 
they are, or am I wrong about that? 

Mr. Gampie. You are correct, but they would be under this new 
bill. 

Mr. Nicnotson. They could control under this new bill, new hous- 
ing—this bill that you are appearing for? 

‘Mr. Srvarr. That is my opinion. 
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Gopen Myers. That is my understanding of it, yes, sir; that is 
night. : 

Mr. Nicnotson. Both Government and private? 

General Mysrrs. Government, yes. 

Mr. Nicuotson. Thank you, General. 

Mr. Cots. Mr. Secretary, your problem is supply of housing rather 
than rental ceilings, in my judgment; is that it? 

Mr. Stuart. I was speaking to the Wherry-Spence bousing at 
that time. 

Mr. Cour. I am speaking to this bill. 

Mr. Sruarr. Anything that affects the morale of our officers and 
airmen is, of course, of a great deal of importance to us and housing, 
I think, is the greatest morale factor. 

Mr. Cour. The thing I am getting at, Mr. Secretary, is this: Quite 
frequently we are prone to confuse rent control with the supply of 
housing. What the Army, what the military is interested in, is a 
supply of housing, adequate supply of housing. If we have an ade- 
quate supply of housing, the rents will be satisfactory; don’t you 
believe that? 

Mr. Stuart. They should be; yes. Under all the laws of supply 
and demand, yes, sir; they should be. 

Mr. Coun. As evidence of that, your man living in this shack is 
not interested in what that shack rents for; he is interested in finding 
a decent home at a decent price. 

Mr. Stuart. I wouldn’t quite say that. The reason he has to live 
in that shack in many instances is because he cannot afford to go out 
and ie because of increased rents—to rent a home at a higher 
rental. 

Mr. Coun. Yes; because there is not a sufficient supply of houses. 

Now, Mr. Secretary, there are people who believe—and so far as I 
am concerned, I believe, the statistics show and the evidence shows 
that rent control dries up the supply of rental houses. If that is true 
then the military is interested not so much in rent control but rather 
in the supply of houses. 

Mr. Sruart. What we are interested in is getting houses within the 
means of the ability of the people to pay, that is correct, sir. 

Mr. McKinnon. Wouldn’t you say if you don’t get rent control and 
if the Wherry bill is not extended and if title [X of the new housing bill 
is not passed, that the only things you fellows are going to have to do is 
build houses instead of planes, perhaps? 

Mr. Coxe. Add one more thing. 

Pass a law that nobody should build any houses at all. That 
would do it, too. 

Mr. McKinnon. That is about what we have done. 

Mr. Sruart. We have been unable to get any appropriated funds 
for housing at all since I have been with the Air Force and, with a few 
exceptions, since the war, with the exception of Alaska. 

The CuarrmMan. Are you interested in the passage of the defense 
housing community facilities bill? 

General Myers. Yes, sir; I think we were. We testified before on 
that bill, sir, primarily as to the provision of family housing—not so 
much to the provision of community facilities as to the provision of 
family housing. 


Pane Idee! 
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Mr. Mutter. Where private industry will not go in and build 
housing where there are no facilities, unless some agency of the 
Government makes facilities available, then the housing is useless 
to you. 

Mr. Bourne. As I understand your testimony, you indicated that 
the Wherry Defense Housing was primarily for enlisted men and 
junior officers. 

Then I understood that the average rental with utilities was 
approximately $81. . 

If I remember correctly, the quarters allowance is $67.50 for enlisted 
men and the junior officers’ runs a litile higher, so even in this par- 
ticular field of housing, specifically designed for them, are these 
individuals almost priced out of the market? 

Mr. Sruart. No, sir. Your enlisted men may have multiple 
quarters—duplexes. We try to give them the most we possibly can 
in size, quality, that we can reach at about $67.50. 

The officers’ quarters are a little larger. The second lieutenant gets 
$75, first lieutenant $82.50, and so on, so the two- and three-bedroom, 
the officers may be in duplexes in some areas and maybe they are 
singles, so they can pay a little bit more and that is why your average 
comes up to around $81. 

If an airman wants a three-bedroom house, then he has to pay more 
than his $67.50. 

If he lives in a two-bedroom house, generally he pays right about 
$67.50. If he is in a one-bedroom house, he pays a little bit less. We 
have to have enough one-bedrooms and enough three-bedrooms to 
sort of balance it out and, in most instances, it works out very well. 

There are some areas, as I said, such as Victorville, Calif., where 
they do not have natural gas. They soon should get natural gas, 
which will reduce the gas bill down appreciably. It will cut it, I 
think, by two-thirds, they told me the other day. 

Mr. Mutrer. I wouldn’t want any of you three gentlemen to leave 
here thinking that everybody is in agreement with Mr. Cole as to the 
rental housing supply being dried up. 

Mr. Cole. I don’t think they believe that. 

Mr. Mutter. I want you to know we are very proud of what we 
have done in erecting new housing in the city and State of New York, 
despite the fact we have had rent control since the beginning of the 
war. 

Even though we: have a bad State rent-control bill in New York, 
given to us by a Republican legislature and a Republican Governor—I 
don’t want to get too political—the fact is that New York City has 
built more housing despite rent controls than any other area in the 
country. 

So much for rents, Mr. Cole. 

Secretary Stuart and General Myers, Mr. Small, I think have 
interested themselves in the military phase of housing; am I right? 

General Myers. That is right. 

Mr. Mutter. Mr. Small, I think you can tell us, can you not, that 
in addition to taking care of the housing that is needed for the armed 
services, if we are going to step up defense production, we will have to 
take care of the defense workers; isn’t that so? 

Mr. Smauu. Exactly right. 
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Mr. Mutter. They won’t work if they live in the street. 

Mr. Smauu. Exactly so. 

Mr. Mutter. They have to have a decent place to live. 

Mr. Cote. In the final analysis I want to challenge your statement, 
that New York, per capita, has built more than any other. 

Mr. Mutter. I didn’t say per capita. 

Mr. Mutrer. Per family. 

Mr. Brown. Do you mean to say that a small city like New York 
built more houses than a large city like Atlanta, Ga.? 

Mr. Mutter. I will stand corrected. 

The CuHarrMan. The committee will meet tomorrow morning at 
10 o’clock to hear Mr. William McChesney Martin, Chairman of the 
Board of Governors of the Federal Reserve System. 

(Thereupon, at 3:43 p.-m., the committee adjourned to meet at 
10 a. m., Thursday, May 10, 1951.) 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


THURSDAY, MAY 10, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:00 a. m., Hon. Brent Spence, chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Multer, Deane, O’Brien 
McKinnon, Dollinger, Bolling, Burton, Kluczynski, Wolcott, Gamble, 
Talle, Kilburn, Cole, Nicholson, McDonough, Buffett, and Betts. 

The Cuarrman. The committee will come t> order. 

Some of the other members are not present, but we will have to use 
our time as best we can. 

We have before us Mr. William McChesney Martin, Chairman of 
the Board of Governors of the Federal Reserve System. Mr. Martin 
has had an illustrious career. He was president of the New York 
Stock Exchange, Chairman of the Export-Import Bank, and Under 
Secretary of the Treasury. In view of the splendid record he has 
made in those positions, he has been appointed Chairman of the 
Board of Governors of the Federal Reserve System. 

This is the first time that Mr. Martin has appeared before us in his 
new capacity. I know over a period of time he wiil be before us 
and he will always have our confidence and our friendship will increase 
as time goes on. 

We are very glad to have you this morning, Mr. Martin, and you 
may proceed as you please. 

If you have a prepared statement and you want to read it without 
interruption, I am sure the committee will agree to your request. 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN 
OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE 
SYSTEM 


Mr. Martin. Mr. Chairman, I appreciate the introduction and I 
appreciate this opportunity to present to you and the members of the 
committee the views of the Board of Governors of the Federal Reserve 
System with respect to the responsibilities placed upon or delegated to 
the Federal Reserve System under the Defense Production Act of 1950. 

The Board of Governors is strongly of the opinion that these pro- 
visions of the act should be continued. 

As has been repeatedly emphasized before this and other committees 
of the Congress primary reliance must be placed on fiscal, credit, and 
monetary measures in combating those inflationary forces inevitably 
generated by the expanding defense effort. It is hardly necessary to 
emphasize that the forces creating upward pressures on prices are 
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likely to continue dominant in the economy even though these pres- 
sures may appear temporarily to have been moderated. Nor is it 
necessary to recount again the many circumstances and factors which 
have combined to a grave inflationary dangers, or the preven- 
tive and precautionary steps already taken to safeguard the economy. 
On behalf of the Board I shall therefore address myself particularly to 
those provisions of the act with which we have been directly concerned. 
These provisions deal with certain supplementary rather than primary 
credit restrictions as well as with the so-called V-loan program to aid 
the defense effort. 

It is important to emphasize that the marked advances in prices 
and the exceptionally large increase in bank and other credit that have 
taken place up to the — time reflect mainly expansion in private 
ex ed ret The full effects of expansion of defense activities are 
still to be felt. While expenditures for defense purposes have doubled 
since last summer as yet they account for only about 10 percent of 
total output. Moreover, they have thus far been met out of growing 
Government revenues and no new Federal borrowing has been 
needed. However, Federal expenditures for defense and related 
activities are scheduled to rise sharply and may account for sa much 
as 20 percent of total output within a year. This is the overriding 
consideration for national stabilization policy. If inflationary trends 
are to be held in check, public policy will need to limit private spend- 
ing, especially such spending as is financed by borrowing or by the use 
of past savings. This is a time for savings, not spending. 

verything that I am saying this morning is summed up in this 
keynote. 
ROLE OF CREDIT RESTRAINT 


Credit expansion has financed a substantial share of the increased 
consumer and business spending since June 1950. Without the 
restraints provided by the Defense Production Act the expansion in 
credit and upward price pressures undoubtedly would have been even 

reater. From the end of June 1950 to the end of March, outstanding 
oans and holdings of corporate and municipal securities by all banks 
increased by over 12 billion dollars. This increase was almost as 
much as occurred in the 2 years 1947 and 1948 together and that 
these were both years of rapid credit expansion and inflationary 
trends. Credit extended by other lenders to businesses, municipali- 
ties, and consumers also was in unprecedented volume. 

Such credit was supplemented by drawing on liquid-asset holdings. 
Between the end of June 1950 and the end of March of this year, 
redemptions of savings bonds exceeded cash purchases by over a bil- 
lion dollars, and savings accounts were reduced by close to three- 
quarters of a billion dollars. 

Reflecting the demand for and use of ready cash, demand deposits 
of businesses and individuals increased by over 7 billion dollars in the 
last half of 1950 and showed only a moderate seasonal decline in the 
first quarter of 1951. The turn-over or rate of use of these deposit 
balances rose sharply. 

It has become increasingly evident during recent weeks that this 
acceleration of inflationary tendencies has been checked, temporarily 
at least. The prospects for getting inflation under control are now 
better than at any time since Korea. To succeed, however, will 
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require full and continued use of all of the credit measures now up 
for renewal in the Defense Production Act. It would be extremely 
unfortunate if any of the means we have been using to stem the in- 
flationary tides should be allowed to lapse at this critical moment 
when they are achieving a considerable measure of success. 

There are tangible evidences that the availability of bank reserves 
has been reduced, that banks have become more restrictive in their 
lending policies, and that the over-all expansion of bank credit has 
definitely slackened despite acceleration of lending to finance defense 
production. Further evidences of the effects of the various measures 
of monetary and credit restraint may be seen in the markets for con- 
sumer credit, mortgages, and new capital issues. Consumer instal- 
ment credit has ceased to grow. New commitments by insurance 
companies and savings banks to purchase mortgages have been re- 
duced. Plans for issuance of some new securities have been with- 
drawn or postponed and others have had to be revised, although the 
total volume of new issues has continued very large. 

The record of the past year has clearly demonstrated that selective 
measures of credit restraint are an effective and necessary supplement 
to general credit measures. 


CONTINUING AUTHORITY TO REGULATE CONSUMER CREDIT 


Regulation of consumer credit, reinstated last fall under authority 
of the Defense Production Act, has played an important part and as 
defense spending continues to expand should play an even more 
important part in the program to control inflationary forces. While 
consumer credit regulation alone cannot solve the problem of inflation, 
nevertheless, Regulation W, by establishing minimum down-payment 
requirements and maximum periods for repayment of consumer 
installment debt, has effectively limited the expansion of consumer 
purchasing power in the form of credit dollars and is an essential part 
of any continuing comprehensive anti-inflationary program. 

The terms initially established in September 1950 after extensive 
consultation with trade groups, were only slightly more restrictive 
than the average terms prevailing in consumer markets in the period 
just preceding the regulation. In announcing them the Board indi- 
cated that further tightening might be in order as the magnitude of 
the defense program and resulting inflationary pressures become more 
evident. Some weeks later, after careful consideration of current and 
prospective developments not only in the consumer durable goods 
field but in the economy as a whole, the Board announced, effective 
October 16, a more restrictive set of terms which has remained in 
effect since that time. 

The regulation now provides that in buying an automobile on 
installment a buyer must pay one-third down and repay the balance 
of his contract in not more than 15 months; for other durables such 
as washing machines and television sets, the minimum down-payment 
requirement is 25 percent, and the maximum term allowed is also 15 
months. More liberal terms are permitted for furniture and home 
repairs and improvements. 

The present provisions of Regulation W are more lenient in some 
respects than those in effect during most of World War II. The 
regulation is also substantially less restrictive than the terms of 
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similar regulations now in force in Canada, where the regulation of 
consumer credit is also included in the arsenal of anti-inflation weapons. 

Under the present terms of Regulation W, the highly inflationary 
expansion of outstanding installment credit has been stopped. In the 
6-month period October 1950 through March 1951, installment credit 
outstanding declined by 364 million dollars. This decline contrasts 
sharply with the increase of 2.3 billion dollars in the preceding 6 
months, and with the rise of 1.2 billion dollars in the period October 
1949 to March 1950. 

Recently there has been some reduction in demand for consumer 
durable goods from the exceptionally large volume of December and 
January, although sales of most of them continue close to the high 
levels reached a year ago. Conditions in these markets are being 
watched closely and frequent consultations are being held with repre- 
sentatives of the industries and trades which have been affected. 
Even though inflationary pressures may temporarily be checked, a 
highly volatile demand situation is to be expected as long as the 
defense program and international developments play such a dominant 
role in the economy. Let me assure you that the Board is prepared 
either to tighten or to relax credit terms whenever such action would 
be consistent with the objectives of the Defense Production Act. 


REGULATION OF REAL ESTATE CREDIT 


In the field of real estate credit, several important steps have been 
taken to check inflationary developments and conserve materials and 
other resources. Last July, prior to the passage of the Defense Pro- 
duction Act, the Federal Housing Administration and the Veterans’ 
Administration tightened the terms under which they would insure 
or guarantee mortgage loans, both on new and on existing properties. 
Since the passage of that act, further action has been taken to regulate 
real-estate construction credit. The first step was the issuance, 
effective October 12, of Regulation X by the Board and companion 
regulations of FHA and VA covering credit extended in connection 
with purchases of one- to two-family houses. The next was amend- 
ment of these regulations as of January 12, 1951, to cover new multi- 
family units. : 

Finally, another amendment to Regulation X, effective February 
15, 1951, covered loans in connection with certain nonresidential 
construction. At every stage in developing the regulations valuable 
advice and assistance has been sought and obtained from lenders, 
builders, and other private groups, as well as from public officials. 

Under the terms of Regulation X and companion FHA regulations, 
mortgage loans on houses are limited to various percentages from 90 
percent for houses valued at $5,000 or less to 50 percent for houses 
valued at over $24,250. With respect to loans guaranteed by the 
Veterans’ Administration, loan ratios 5 to 10 percentage points 
higher were authorized by the Housing Administrator to preserve the 
relative credit preference granted to veterans. At the time of their 
announcement the terms were widely regarded as being strict and 
likely to lead to sharp curtailment in the volume of residential building. 

The effectiveness of the regulation was considerably limited at the 
outset by the large volume of building then under way and by the 
large volume of financing commitments outstanding. Thus, while 
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construction activity and extensions of mortgage credit have con- 
tinued at very high levels, the restrictions imposed have been im- 
portant in helping to reduce the number of new units being started. 
During the winter months housing starts were equal to those a year 
earlier but were down more than seasonally from the extraordinary 
high level of last spring and summer. In March and April starts 
appear to have been about one-fifth below a year ago. 

It now appears likely that under present regulations the effective 
demand for new houses will be less than in 1950 when a record total 
of 1,400,000 units were started. At the same time, with about 360,000 
units started in the first 4 months of 1951, the total for the year will 
probably exceed the 800,000 to 850,000 units set as a target last 
October when the terms were first announced. Prospects for a 
smaller volume of construction this year together with recent high 
levels of production of most building materials have resulted in a 
leveling off of building material prices since the first of the year. 
Even so, these prices average about 20 percent higher than in the 
spring of 1950 and shortages of some metal items are rather widely 
reported. 

To make restrictions of mortgage credit adequately effective, the 
authority over such credit needs to be extended, we are convinced, to 
cover loans made on existing properties. Since passage of the Defense 
Production Act prices of old as well as new houses have increased 
significantly, thereby raising the loan values of old properties and 
adding to the potential volume of credit based on this type of asset. 
Price increases for old properties in turn tend to support increases in 
prices of, and the amount of credit extended on, new houses. Thus, 
restriction of credit extended on existing properties would help to 
make the restraint cf new construction credit more effective as well as 
to limit inflationary mortgage credit expansion generally. 

The amount of mortgage credit extended on old houses during 1950 
was the largest on record, almost 9 billion dollars or about three-fifths 
of all the credit extended on all one- to four-family properties. In the 
first quarter of 1951 lending on old houses was maintained at a very 
high rate and continued to account for a large share of the total volume 
of mortgage credit extension. 

The President as well as the Council of Economic Advisers and the 
Joint Committee on the Economic Report have recommended that 
authority be granted to control credit on purchases of existing houses. 
The Board joins in this recommendation and urges that the authority 
provided in the bill presently under consideration be granted. 

Total mortgage debt outstanding on one- to four-family houses, new 
and old combined, is two and one-fourth times what it was at the end 
of World War II. Continuation of such rapid expansion of mortgage 
debt would not only threaten the stability of real-estate markets but 
also have a serious inflationary impact on the whole economy. 


VOLUNTARY CREDIT RESTRAINT PROGRAM 


The recently inaugurated voluntary credit restraint program is 
designed to encourage financing institutions to conduct their credit 
operations in such a way as to contribute to meeting defense and other 
essential needs and at the same time to help limit the use of credit for 
other purposes. This program has been established as a result of the 
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President’s delegation to the Board of the authority contained in the 
Defense Production Act to encourage the making of voluntary agree- 
ments in the field of financing. It has been developed after consulta- 
tion with and approval by the Attorney General and also after con- 
sultation with the Federal Trade Commission. 

The program is entirely voluntary on the part of participating 
financing institutions and its success is wholly dependent on the co- 
operation of such institutions. The Board and the Reserve banks 
participate in it to the extent required under the terms of the program 
in order to be of assistance to the voluntary committee appointed 
under the program. Governor Powell, of the Federal Reserve Board, 
has been designated to be Chairman of the National Voluntary Credit 
Restraint Committee by the Board. This Committee originally 
consisted of four representatives each of banks, insurance companies, 
and investment banking houses chosen after consultation with the 
lending associations in these areas. More recently two representa- 
tives each of mutual savings banks and savings and loan associations 
have been added to the Committee. 

The National Voluntary Credit Restraint Committee has established 
initially 12 subcommittees for banks, one located in each Federal 
Reserve district, and four regional subcommittees each for insurance 
companies and investment banking houses. These subcommittees are 
available for consultation with individual financing institutions to 
assist them in determining the application of the program to specific 
loans for which application has been made to financing institutions. 
Of course, the final decision with respect to making or refusing to make 
any particular loan or loans is wholly within the discretion of each 
financing institution, whether or not 1t has consulted with any of the 
subcommittees. 

Members chosen to serve on the national committee as well as on 
the various subcommittees have been very carefully selected to provide 
broad participation by the financial community. I am submittin 
for the record a list of the membership of the national and regiona 
committees. You will agree, I’m sure, that this is an impressive roster 
of financial leaders, and shows that some real work is being done on 
this problem. 

The national committee has issued three bulletins, the first dealing 
with means of restraining inventory financing, the second with the 
principles to be followed in financing capital expansion programs and 
the third with State and local government financing. These bulletins, 
together with the statement of principles of the program, have been 
distributed to all financing institutions participating in the program 
to provide a common guide for combating inflationary loan expansion 
in their respective fields. Other bulletins as may be appropriate and 
helpful will be issued from time to time. 

While there has not yet been time to build up a body of statistical 
information to enable the Committee to analyze thoroughly the effects 
of the program, there are indications that the initiation of the program 
has had a salutary effect on the trend of credit. Expansion of bank 
credit, which was very sharp during the last half of 1950, has shown 
some signs of abating in recent weeks. 

Endorsements of the program and pledges of wholehearted coopera- 
tion have been received from many representative industry groups. 
In the circumstances, those connected with the program are most 
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encouraged, and it is the Board’s view that the authorization for this 
unique cooperative effort as one means of restraining the further 
expansion of private credit should be developed and continued. 


V-LOAN PROGRAM 


Section 301 of the Defense Production Act provides the authority 
for the current guaranteed loan program under which loans made by 
private financing institutions to defense contractors are guaranteed 
by defense procurement agencies. Essentially this program is a 
revival of the so-called V-loan program which was successful in 
helping to finance war production during World War II. 

Under the present program, there are eight guaranteeing agencies: 
The Departments of the Army, Navy, Air B orce, Commerce, Interior, 
Agriculture, the General Services Administration, and the Atomic 
Energy Commission. The 12 Federal Reserve banks act as fiscal 
agents of the United States on behalf of these guaranteeing agencies. 
The Board, after consultation with the guaranteeing agencies, has 
prescribed regulations governing the guarantee operations of the 
Reserve banks and rates, fees, forms, and procedures to be utilized 
in connection with such guaranties. 

One of the special virtues of the V-loan program is the fact that the 
procedure for obtaining a guaranteed loan is relatively simple. Briefly 
any defense contractor who requires financing in order to carry out 
his contracts first gets in touch with his local bank or financing insti- 
tution. The financing institution, after working out the terms of the 
proposed loan, files an application for a guaranty with the Federal 
Reserve bank of its district. The Reserve bank makes any necessary 
credit investigation and submits the loan to the appropriate agency 
for approval. If the guaranteeing agency approves the application, 
it authorizes the Reserve bank as its agent, to execute the guaranty 
agreement. 

A maximum interest rate of 5 percent and a schedule of guaranty 
fees have been established by the Board after consultation with the 
guaranteeing agencies. The higher the percentage of guaranty 
requested by the financing institution, the higher the guaranty fee 
which it is required to pay. This encourages financing institutions 
to assume as much of the risk as possible and of course reduces the 
Government’s contingent liability. 

Up to April 30, 503 applications for guaranties totaling about 565 
million dollars had been received; 327 applications were approved for 
about 422 million dollars; 105 applications for about 123 million dol- 
lars are under consideration; 57 applications aggregating about 11 
million dollars were declined; and the remaining few applications were 
withdrawn. At present, applications are being received at a rate of 
slightly more than 100 a month. 

ecause of the rulings of the Comptroller General, financing insti- 
tutions have been reluctant to take assignments of Government con- 
tracts as security for defense loans. However, this situation will be 
remedied by a clarifying amendment to the Assignment of Claims 
Act recently approved both by the Senate and the House of Repre- 
sentatives. With this impediment to lending on defense contracts 
removed, and with the anticipated acceleration in the defense produc- 
tion program, there is every reason to expect that the volume of 





144 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


applications for guaranteed loans under the V-loan program will 
increase greatly. 

The basic purpose of the V-loan program is to utilize the private 
banking system so far as possible in financing necessary defense pro- 
duction. V-loan guaranties are especially useful to smaller contrac- 
tors who may not be otherwise able to obtain necessary financing for 
defense contracts. 


CONTINUING NEED FOR RESTRAINTS ON INFLATION 


Defense production is in the early stages and the demand for civilian 
goods remains at high levels. Present schedules call for doubling 
defense outlays as a percentage of national output within a year. 
In addition, private outlays for new plant and equipment are expected 
to increase substantially, thus adding to inflationary tendencies. 
Although recently inflationary pressures appear to have moderated, 
the fundamental situation in this country and abroad is still strongly 
inflationary. 

Estimates of possible increases both in total output and in output 
of particular products indicate that the defense and other essential 
goals cannot be realized unless civilian production and demand for 
important types of goods are curtailed. Present and prospective 
shortages of steel, copper, and other metals require restraint on com- 
peting civilian uses of metals, such as automobiles, appliances, houses, 
and commercial construction. Unless both public and_ private 
expenditures for nondefense purposes are limited, the only alternative 
is a further advance in prices. It is of paramount importance, there- 
fore, that the antiinflation programs now in operation be continued 
and strengthened. 

That ends my prepared statement, Mr. Chairman, and covers the 
specific points that the Federal Reserve Board wishes to bring to your 
attention this morning. 

The CuarrMan. Mr. Martin, it has been generally contended that 
if we strengthen the conrols over money and credit with respect to 
reserve requirements, discount rates, gold behind the Federal Reserve 
notes, the controls we have of credit, if they were used, there would be 
no necessity of price control. What is your opinion of that? 

Mr. Martin. Mr. Chairman, I think we would still need to use all 
of the weapons in our arsenal to halt this inflationary tide. I think 
that the conventional, orthodox methods of fiscal, monetary and credit 
control must be exercised, but they alone will not do the job in a quasi- 
war situation and a situation which changes from week to week and 
month to month and is, therefore, not predictable in any precise 
sense. 

The CuarrmMan. If you would attempt to use all of those, wouldn’t 
there be quite a lag between the time that they were put into effect 
and the time they would affect, materially, prices? 

Mr. Martin. There would inevitably. 

The CuarrMan. Wouldn’t the prices still remain high? The 
money supply and credit supply would be reduced and it would work 
a hardship on the people. 

Mr. Martin. There would definitely be a lag in the time in which 
they would take effect and there would be, in my judgment, unneces- 
sary hardships worked on individuals and groups if these were applied 
too severely. 
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The Cuairman. If you did exercise all of those controls, the dollar 
would have a greater purchasing power, but what would be the effect 
on the existing indebtedness of the people as far as the appreciated 
dollar you would have to pay, a dollar with far greater purchasing 
power than the dollar they borrowed? Do you think that would 
work a hardship on them? 

Mr. Martin. If the dollar declined rapidly in purchasing power, 
that would definitely work a hardship on them because they would 
have fewer dollars left, after meeting other living expenses, with 
which to repay debt. I am convinced that what we have to do in 
this period is to exercise moderation. We have to use a variety of 
weapons across the board and no one of them alone will do the 
whole job. 

The Cuartrman. If that would have that effect on private indebted- 
ness, it would have the same effect on government debt: The Federal 
Government has borrowed money and it would have much less pur- 
chasing power than, the dollars they would obtain, than when they 
refunded their securities. Wouldn’t that have the same effect on the 
private debtors? 

Mr. Martin. It would, and we have an obligation to see that the 
Federal Government is adequately financed during this period. 

The CuarrMan. It would work uniformly on all. 

I agree with you that the power you have should be exercised to 
meet the present emergency, but I do not think that they ought to 
be the sole powers and I think if you exercise them to the fullest 
extent, the result might be bad rather than good. 

You don’t think that we could obtain the objective we are trying 
to achieve without controls all along the line, do you? 

Mr. Martin. I don’t think so, sir, without having more disadvan- 
tageous effects than would be warranted under current conditions of 
quasi war, which is the way I characterize the present situation. 

The CHatrMAN. What is the policy of the Federal Reserve with 
reference to supporting the bond market? 

Mr. Martin. When the Treasury and the Federal Reserve recently 
agreed on a policy, we announced it as an understanding between the 
Treasury and the Federal Reserve, that we would assure the Govern- 
ment of its needed financing and at the same time minimize, so far 
as possible, monetization of the public debt. 

We don’t intend to support the prices of Government bonds on a 
pinpoint peg. Neither do we intend to let the market go completely 
on its own without due respect to orderly conditions or the psychology 
of a sound and constructive market. 

Obviously if we did the latter, the speculators and operators would 
be in control and not the forces of supply and demand which make 
up a healthy market. 

The Cuatrman. Do you think the Federal Reserve wants to work 
in entire harmony with the objectives of this bill and to achieve the 
results that are sought to be obtained? 

Mr. Martin. It does indeed, sir. 

Mr. Wotcort. What is your concept of the reason that we set up 
the Federal Reserve in the first place? Wasn’t it to help the stabili- 
zation, have a flexible currency to meet business needs, and isn’t it 
an obligation on the Federal Reserve to take an interest in stabilizing 
our economy? 
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Mr. Martin. I think so. I think the Federal Reserve originally 
was to provide a more elastic currency and to improve supervision 
over the banking system and to provide facilities for discounting 
commercial paper. . 

Mr. Wotcorr. What did it emanate from? 

Mr. Martin. From the private banking system. 

Mr. Wotcorr. The Federal Reserve pretty much controls the 
volume and velocity of the credit of the Nation, doesn’t it? 

Mr. Martrn. I didn’t quite hear. 

Mr. Wo corr. I say the Federal Reserve pretty well controls the 
— under the laws, and the volume and velocity of private credit? 

Mr. Martin. It has an important influence on the volume of pri- 
vate credit, yes, sir. Velocity is the rate of use people make of credit 
once it has come into existence. 

Mr. Wotcorr. Don’t you think that you should work somewhat 
independently of political considerations in the stabilization effort? 

Mr. Martrn. I certainly do. 

Mr. Wo.cort. Is there any way that we can divorce debt from 
the value of our money? 

Mr. Martin. Not completely. 

Mr. Wotcorr. Have any studies been made with respect to the 
quarantining or isolation of any part of the debt in gold beyond which 
the debt as a whole cannot be monetized? 

Mr. Martin. Of course, we are limited by our 25-percent require- 
ment on Federal Reserve notes and deposit liabilities. 

Mr. Woucorr. When was that reduced from 40 percent? 

Mr. Martin. 1945, sir. 

Mr. Vest. It was reduced in 1945 to 25 percent. 

Mr. Martin. It had been 40 percent against notes and 35 percent 
against deposit liabilities. 

Mr. Wotcorr. That was to meet a special postwar depression, so 
that the volume of money might be increased so we could keep 
prices up? 

Mr. Martin. I presume so. 

Mr. Wotcorr. Why don’t we reverse that? We tried to do it in 
the Eightieth Congress. The Senate would not take the bill up. 
We passed it almost unanimously in the House as an anti-inflationary 
movement. Has any thought been given by the Board to the possi- 
bility of again trying to reverse the processes by which we made 
money cheap in the thirties and early forties and whatever influence 
that might have on stability? 

Mr. Martin. I am sure that studies are being made in the Board 
staff on that question and I am sure that all of us realize that the 
techniques of restraint are more difficult to handle than the techniques 
of expansion. 

In the current situation, if I may revert a little bit to your first 
question, because I think it has a bearing on this, I think that under- 
lying our problem here is the fact that we have recently had a major 
world war and now after a very short period of time we are having 
a quasi war. There are a lot of things you could do if you were 
going to start over on both the pattern of public debt which has been 
created and the levels of interest rates which have been paid on that 
debt. But at the moment we are in a position where the individual 
assessment of the problem in front of us varies from those: people: 
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who think that we are going to have war within a period of 6 months 
to those people who think we are going to have 15 years of conditions 
as they now exist. Then there are those people who think that we 
will have built up to such strength by 1953 that we can have a success- 
fully negotiated nonwar outcome of the current international situation. 

I think all of this has a very real bearing on both management of 
the public debt and maintaining the soundness of our currency. 

Mr. Tatxie. Mr. Chairman, Mr. Wolcott yielded to me. 

Mr. Martin, you have used the term ‘“‘quasi war.” As I recall my 
Latin, “‘quasi’’ means ‘‘as if,” as if we were at war. Aren’t we at war? 

Mr. Martin. Maybe I should amend that and call it undeclared 
war. 

Mr. Tatue. All right; because my next question was, are we at 

eace? 
" Mr. Martin. I am afraid I don’t think so. 

Mr. Wotcort. Is it the policy of the Federal Reserve, as it seems 
to have been the policy of the administration of Government, to keep 
prices high, as an aid to the financing of the war effort? 

Mr. Martin. You are referring to the prices of—— 

Mr. Wotcorr. I am referring to the policy which we adopted in 
the thirties and which has continued right along to the present time, 
of inflating the currency and maintaining inflation for various pur- 
poses. Why, I don’t know. I would assume, first, in the thirties— 
I know, of course—it was due to our efforts in the thirties to increase 
the national income and create a demand for goods and thereby giving 
employment. Then the war came along and it seemed to me that 
we were continuing the inflationary policy for the purpose of helping 
to finance the war. I don’t think that that can be successfully con- 
tradicted, but I wondered if we are still maintaining the policy of 
high prices and for what purpose are we maintaining high prices now 
as a matter of public policy? 

Mr. Martin. No; I think we are definitely trying to restrain 
further increases in prices. 

Mr. Wotcorr. How are you using the orthodox methods of 
restraining these prices? I understand that all of these things are 
in the Defense Production Act. I can’t understand why, if we 
wanted to control credit and if the volume and velocity of credit 
has any relation to dollars, why you put controls on household goods 
and not on diamond rings. It seems to me that the credit which 
emanates from the purpose of a nonessential adds to the pool, adds 
to the volume and velocity of credit and affects the volume of the 
dollar and causes prices to go up. 

Perhaps this is a double-barreled question. It seems to me that 
the credit policy of the Federal Reserve and the Treasury seems to 
be one more to prevent or lessen the demand for certain goods than 
it is to effect an over-all stabilization in our economy, our money and 
our economy? 

What is the policy behind these consumer credit controls? 

You have the effect that real-estate controls have had on the 
demand for real estate. Is it our policy to control certain goods, to 
create a less demand for certain goods, selectively applied, or is it 
our policy to stabilize our currency and aid in the stabilization of our 
economy and bring all prices down? 
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Mr. Martin. I think our policy clearly is to go as far as we can in 
stabilizing the value of the dollar. I have not been intimately 
associated with Regulation W, but my understanding is that the 
reason for excluding jewelry from the regulation is that it amounts to 
a very small percentage of total consumer installment credit. Roughly, 
something like 75 to 80 percent of total is represented by the items 
that can be administratively handled and are now covered under 
Regulation W. 

Mr. Wotcorr. That is my point, administratively handled. The 
Federal Reserve System could administratively handle the whole 
volume and velocity of credit, which would have an almost immediate 
effect upon the value of our currency, and, thereby, reduce all prices. 

Why don’t we reduce all prices? Why do we fool around with these 
arbitrary, superficial controls which, in the main, cause such economic 
chaos? 

In 1946, the President, by Executive order, had to take them off to 
prevent an economic collapse in the United States. Why do we chance 
the recurrence of that situation when we have the tools all sharpened 
up in the Federal Reserve System with which to stabilize at the 
source? 

Mr. Martin. I wouldn’t for a moment contend that selective 
credit controls of the type of Regulation W or Regulation X will alone 
do the job, and for that very reason the Federal Reserve Board and 
the Treasury are in the process of important open market operations 
at the present time. 

You can see this program in operation in the current level of bond 
prices for which a good many bricks are being showered on us as well 
as commendation from those who think that this is the correct method 
of doing it. But we have the problem I mentioned earlier of using 
this and other controls in moderation. 

In the case of the installment credit field, the figures are very 
persuasive that some useful purpose has been served. When you 
reduce, in a 6-month period, installment credit by $364,000,000, 
when in the previous 6 months period it had increased $2.3 billion, 
that is somewhat persuasive to me. But it does not impress me as 
being anywhere near an adequate substitute for invoking the orthodox 
controls across the board. 

In the course of meeting this problem, the Treasury put out, in 
cooperation with the Federal Reserve Board, a longer-term, non- 
marketable security, and we succeeded, by this exchange offering, in 
removing some of the pressure on the longer end of the market, the 
June and December bonds, to the tune of about six billion dollars. 

Mr. Wo corr. Are those bonds monetized? 

Mr. Martin. Those bonds could only be monetized by converting 
them into 1% percent notes and having the Federal Reserve purchase 
them. . 

Mr. Wo corr. I just threw in a parenthetical remark. It is not a 
question. 

Mr. Marttn. Yes; but the purpose of the operation was not to 
monetize them, you see. We did it with no attempt to prejudge what 
the interest level in the market ought to be but to try to build a 
healthier footing, a healthier foundation in the market. Subsequently 
we removed the pegs. The supports in the bond prices and the bonds 
have subsequently gone down. 
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Mr. Woxcorr. Where are they now? 

Mr. Martin. The long-term bonds went down to 96% yesterday. 

Mr. Wotcorr. What are they now? 

Mr. Marry. I think about 967%». I haven’t seen them since last 
night. This drop in bond prices is an important deterrent to moneti- 
cae of the debt. 

It has penalized—and I don’t want to exaggerate it because it is a 
moderate effort—the people who have been using long-term bonds as 
interest-bearing deposits. They now have to make up their mind 
whether they want to sell this bond at a loss in order to make a loan 
at a higher rate of interest elsewhere. 

I think that has had some important bearing on the picture and at 
the same time the full faith and credit of the United States is not for 
one moment being impugned, because I don’t think there is anybody 
in this room who thinks that anyone who holds his bonds to maturity, 
won’t get exactly the amount that he is promised to get 

It seems to me that that is a perfectly orthodox and reasonable 
effort. 

On the other side, interest rates have risen as an incidental result 
of this anti-inflationary open market policy. The Secretary of the 
Treasury has just cooperated in not calling the 2-percent bonds, which 
are outstanding and callable. In due course prices of marketable 
Government securities will be priced in the market so that there will 
be more incentive for people to turn to marketable Government 
securities. 

If they don’t want marketable Government securities, they can go 
into E bonds or G bonds or they can turn to other investment outlets, 
but we have got to develop a sound, healthy, honest securities market. 

It seems to me that the orthodox steps which I have just outlined, 
along with the record that I mentioned on installment credit, are 
certainly a salutary development. At the same time I want to make 
it clear that the Federal Reserve considers it has a responsibility to 
see that the Treasury is properly financed and that we don’t just let 
the prices of Government security issues be at the mercy of operators 
or forces who wish to manipulate them in one direction or the other. 

Mr. Wotcorr. You can do that very effectively through your open 
market operations? 

Mr. Martin. That is correct, sir. 

Mr. Wotcorr. What effect has this program, to stop supporting 
the Government’s bond market above par and to issue these 2% bonds 
in the new program, had on prices? 

Prices have been going down. They surely have not been going up. 
They have not been going down very much but they haven’t been 
going up, so that the price now is a fraction lower than it was a couple 
of months ago. 

What effect have those programs that I have mentioned had upon 
that? 

Mr. Martin. I think they definitely have had a restraining effect 
on an increase in prices. How much of a restraining effect, it is going 
to take several months, I think, to determine. 

Don’t forget that the defense program is expanding, and to measure 
that sort of movement, you must determine what the time lag is. 
But I don’t see how you can determine time lag at the present time. 
I would not expect the current conjunction of forces to be clear for 
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another several months but I do think that it is fair to say that anti- 
inflationary credit policy has had some restraining influence. 

Mr. Wotcorr. Do you think the scare buying is pretty much over? 

Mr. Martin. I think it is over at the moment; yes, sir. 

Mr. Wo tcorr. Then perhaps we may assume that this program, 
which you have outlined here, together with the fact that Mr. Wilson 
has made the statement that in the aggregate there would be prob- 
ably 80 percent of our production go to consumer goods, has had some 
very salutary effect upon the demand for goods which dissipated the 
scare buying? 

Mr. Martin. I think it has been very helpful in that direction. 

Mr. Wotcorr. Now, the discount rates in the Federal Reserve 
have been at what low and at what high during the period? 

Mr. Martin. I will ask Mr. Young, if I may, to check on that. 

Mr. Youna. I believe the high, sir, was in 1920, when they reached 
7 percent. During World War II they were as low as one-half 
percent and they are now 1% percent. 

Mr. Wo corr. So the rediscount rates have varied throughout the 
years from under 1 percent to 7 percent. 

Now, with the usury laws in most all of the States east of the 
Mississippi at 7 percent, it seems to me that theorétically the Federal 
Reserve has it within its power to stop all private credit. 

Of course, if it has to pay 7 percent for its money, it couldn’t loan 
it out without using some money. Isn’t that theoretically true? 

Mr. Martin. I think theoretically, at least, that open market 
operations could so completely put the private economy on its back 
that we would have a great deal of unemployment. 

Mr. Wo corr. Of course, anything under the extreme which 
might put it on its back might stabilize it. 

Mr. Martin. I think you have to take a middle-of-the-road 
proposition. 

Mr. Wo tcort. I don’t think that you could do the job with the 
application of any one of these, but utilzing all of the power which 
you have, together with the authority which I am sure this Congress 
would give you, if you ask for it, in the field of orthodox controls, 
such as raising reserve requirements, giving you authority to increase 
them, a little here and a little there, the application of all of these 
things—a balanced program, is what you desire; isn’t it? 

Mr. Martin. That is my view. I think we have got to use all 
of the anti-inflation weapons in moderation. 

Mr. Wotcorr. What is the rediscount rate today? 

Mr. Martin. 1% percent. 

Mr. Wotcorr. You reached that 1% by three steps, a quarter at a 
time? 

Mr. Martin. That is correct, sir. 

Mr. Wotcort. At what interest rate can the banks loan money on a 
1% rediscount rate and still make a profit? What is the margin 
between the discount rate and the average interest rate of banks? 

Mr. Youna. The banks are currently lending at, I believe, around 
2.7 percent on larger loans, say $200,000 and over. 

Then when it gets down to the smaller loans, the rates range from 
4 to 6 percent—that is, loans up to $10,000. Then it graduates down 
on the larger loans. 

Mr. Woxcort. It is around 2.7? 
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Mr. Youna. It is around 2.7 percent currently, I believe, on an 
average, for the larger loans to business. 

Mr. Wotcorr. Have we any reason to bring the rate on which 
banks would have to pay up to 3.2? 

Mr. Youna. At the present time member banks are not borrowing 
very substantially from the Federal Reserve System. 

Mr. Wotcort. The point is that the rediscount rate largely de- 
termines the rate? 

Mr. Youna. It has an influence; yes, sir. If the discount rose, 
there would be some rise in rates to customers at the banks. 

Mr. Wo tcort. Let’s get back again to this question which, to me, 
has another effect. It seems to me that the inflation is so wedded to 
money and credit and debt that the fluctuations in the debt, which 
always in recent years has been up, are reflected in proportionate 
depreciation of the value of the currency and, of course, it tends to 
decrease prices, so our dilemma seems to be the fact that we have so 
wedded national debt, public debt, to the value of our currency. 

How can we solve that problem? 

It is my belief that if we can solve that problem we have solved the 
problem of inflation, and with it we will have saved the taxpayers 
hundreds of millions, if not perhaps thousands of millions of dollars 
in the war effort. 

That is why I asked the question originally, what thought has been 
given to sterilizing—that is the word—sterilizing X amount of debt 
and perhaps X amount of gold, whether 25 percent or 40 percent 
beyond which the debt in gold could not be monetized? 

I have asked that question of a good many people. I suggested 
that at the conference at the*White House last September a study 
should be made of that problem, and up to the present time the 
reaction has been almost nil, as far as I know, in the Treasury or 
Federal Reserve or anywhere else, for that matter, excepting that in 
private conversations people seem to be interested in it but nobody 
seems to be doing anything about it. 

Can you throw any light on that? Can you either get this thought 
out of my head or encourage me to follow through with it? 

Mr. Martin. Mr. Young tells me the Federal Reserve Board did 
present a plan in 1947; is that correct? 

Mr. Youna. That is correct. We titled it ‘Special Reserve 
Plan.” I believe Mr. Eccles testified on it before the Joint Com- 
mittee on the Economic Report. 

Mr. Wotcorr. You advocated it? 

Mr. Youne. We advocated it at that time. 

Mr. Wotcort. There was no legislation. 

Mr. Youna. There was no legislation as a consequence of the 
Board testimony. 

Mr. Wotcorr. Does the Federal Reserve now want to renew its 
application for a special reserve? 

Mr. Martin. Now, Mr. Wolcott, the situation on that comes down 
really to this: 

There is a committee, of which Mr. Wilson is chairman, which is 
studying that problem very actively. They have not come up with a 
recommendation yet, but I think in a very short time that they will. 
I am not in a position, as one member of that committee, to speak for 
the committee this morning. 
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Mr. Wotcorr. Is that the report which you told us might be in 
in about 10 days? 

Mr. Martin. That is correct, sir. That is the report. 

Mr. Wotcort. I wasn’t here yesterday. May we expect that that 
report will cover some features of that problem? 

Mr. Martin. I think it will; yes, sir. 

Mr. Wotcorr. Anticipating that these hearings will continue 
beyond the date when that report is received, I don’t think I will 
proceed any further with my line of thinking but I should like to take 
a look at that report before this committee takes any action. We may 
be able to harmonize the recommendations in that report with what 
we do here. 

I think we are very grateful to you, Mr. Martin, for having accepted 
the position that you have. We have a great deal of confidence in 
your ability, your administrative ability and your background and 
we feel that you are capable of doing a very fine job. I think that the 
committee will give you all possible help. 

Of course, we understand that you get political problems mixed 
up with economical problems and we shall do everything we can 
to help you. 

Mr. Martin. I will do my best, sir. 

Mr. Wotcorr. On May 7, Mr. Charles E. Wilson wrote a letter to 
the governors of the States and the mayors of the principal municipal- 
ities, asking them to cooperate with the voluntary credit control 

rogram which was being fostered by the Federal Reserve System. 
he Voluntary Credit Restraint Committee made the following 
statement on the same day: 

Soldiers’ bonus issues are inflationary under today’s conditions. They add to 
the spending power of the public through the creation of credit. It would seem 
desirable to postpone such issues until a time when immediate purchasing power 
is needed to counteract unemployment and when it might be more beneficial to 
the veteran. 

I understand the State of West Virginia will request bids on a $67 
million bonus issue on May 23, despite this fact. Have you any com- 
ments to make on this situation? 

Mr. Martin. Under the procedures of the voluntary credit restraint 
program, proposed financing of this kind may be taken up with the 
appropriate regional committee established as a part of the program, 
and we understand that the issue to which you refer has been taken 
up with the appropriate committee and also that the committee 
expressed the opinion that the issue did not conform to the statement 
of principles contained in the voluntary credit restraint program. It 
is also our understanding that as a result of that action there may be 
no bids for this issue. 

Mr. Muurer. Mr. Chairman. 

The CHarrmMan. Mr. Multer. 

Mr. Mutter. I think, too, you have done a good job and I am 
sure you will in this new work. 

There are several things that I would like to have you try to clear 
up in my mind. Mr. Woleott may jump on me when I say that he 
was asking you about all prices in his questions directed to you. 

Does that, in your mind, include the price, that is the interest for 
the use of money, in talking about the control of all prices? Is it 
necessary when we control all prices that we control not only the 
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prices of commodities but the price of money; that is, the interest 
paid for credit or for the use of money? 

Mr. Martin. Well, it would, in an inverse direction. We are not 
controlling the price of money, we are using the price of money. 
The price system works that way, Mr. Multer. ‘ 

Mr. Mutter. When we talk about controlling, using controls to 
stabilize the economy and prevent it from running away with itself, 
you must have a control of credit as well as commodities. Isn’t 
that so? Not only the price of it but the use of it? 

Mr. Martin. That is right. 

Mr. Mutter. Unfortunately, the more you expand the money in 
the system, the more inflation you get, while the more we produce 
commodities, the less inflation you get. Isn’t that so? 

Mr. Martin. That is correct. 

Mr. Mutter. I suppose we will have you back when you bring in 
the plan that is now being prepared and tell us how far we can go in 
controlling credit other than real estate credit and consumer credit. 

Would you rather we wait for the plan that is now being worked 
on by the committee before we go into that question? 

Mr. Martin. I can’t tell you what the committee will report at 
the moment because I don’t know, but they are studying all aspects 
of that problem. 

Mr. Mutter. You prefer that questions directed to that would 
wait for the report? 

Mr. Marti. If you are talking about some specific plan; yes, sir. 
If it is just in general: 

Mr. Mutter. | have in mind particularly the argument we had on 
the floor when the Defense Production Act was before the Congress 
last year, when the majority of this committee argued for giving to 
the President control over all credit—all credit—while the Republican 
side succeeded in leading a fight, as a result of which the Congress 
took out of the bill any authority for the President to control credit 
other than real estate credit and consumer credit. 

In other words, I have in mind, as I expressed myself yesterday, 
you cannot properly control credit unless you are going to have the 
authority to control all of it. You have limited authority in the 
Federal Reserve Board, limited by the acts of Congress as to how 
far you can go in setting up reserves and the like; isn’t that so? 

Mr. Martin. That is correct. 

Mr. Mutter. The Federal Reserve Board today does not have 
the power to limit credit any way it pleases or to the full extent it 
might want to, assuming it wanted to limit it entirely, you don’t 
have that right today? 

Mr. Martin. No, sir. 

Mr. Mutter. Do you foresee the possibility that in an all-out 
emergency you may have to have that right? 

Mr. Martin. In an all-out emergency I think we would have to 
have that right. 

Mr. Wotcorr. Will you yield? 

Mr. Mutrer. Yes. 

Mr. Woxcorr. Didn’t you just say that you had it in your power 
to put the economy on its back? 

Mr. Martin. That is correct, but I would not want to put it on 
its back. 
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Mr. Wotcorr. You said theoretically you had authority to stop 
almost every dollar of private industry. He is talking about statutory 
controls and don’t get confused between statutory controls and 
the controls that the Federal Reserve has now. 

Mr. Tauue. Will you yield? 

Mr. Mutter. Let me ask this first: 

That is like saying that the President has the theoretical power to 
call out the militia and declare martial law throughout the country 
and put us all in a police state overnight. He has that theoretic power 
under the Constitution. Does anyone think he will do it? 

Mr. Wo.corr. That is what I am talking about when I say we 
get these political things all balled up. 

Mr. Mutter. I am trying to develop first that we need authority 
in some agency of Government, whether in the President or in the 
Federal Reserve Board, so they will have the right to say we are 
going to control this to the extent that the emergency demands without. 
any if’s, and’s, and but’s about it. 

I will yield to Mr. Talle. 

Mr. Tautue. Thank you. 

I wanted to ask you, Mr. Martin, whether you have used your 
existing powers to the fullest extent? 

Mr. Martin. Not entirely, Mr. Talle. There are two percentage 
points on reserves in central reserve cities that we could invoke. We 
can, of course, use our discount and open market and also our selective 
credit controls still more vigorously. We believe the problem of using 
our powers, especially open market operations, in moderation. We 
could use our authority very savagely, but I question whether it would 
be in the national interest to do so. 

Mr. Tate. I remember you said that you had the power to put 
the economy on its back and I know that it is not on its back. I was 
wondering whether the time to ask for more power might not be when 
you have exhausted the powers you now have? 

Mr. Martin. I would not want to say that we could just tomorrow 
put the economy on its back. 

Mr. Mutter. May I take the witness back, sir? 

Let’s put it positively: Instead of talking about your power to 
destroy, let’s talk about power to build up: If you are given the author- 
ity you should have, then in controlling the financial situation, 
assuming you are going to do it properly in the best interests of the 
country, then you can also contribute to the over-all situation and 
improve that situation and improve the money and keep the economy 
stable and safe? 

Mr. Martin. That is why I think we want to use all of these 
powers in a moderate way unless we have a declaration of war or some 
emergency that everybody agrees requires much stricter controls. 

Mr. Mutter. And as the production speeds up and the defense 
effort speeds up, without getting into the all-out war, as these things 
come along, you have to be in a position to move along without. 
waiting for the all-out war to exercise your power. 

Based on past experience, you must look ahead and imagine what. 
may happen and use your controls accordingly; isn’t that so? 

Mr. Martin. That is correct. 

Mr. Mutter. Let me see if I can develop a few figures for the 
record, so as to supplement what you are giving us. We have received 
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some 1951 Federal Reserve charts. Unfortunately, some do not show 
the situation for the first quarter of this year. I wonder if you could 
supply us with charts which would show the situation for the first 
quarter of the year, and, if possible, include the month of April which 
would go beyond the first quarter? 

Mr. Youna. We will do the best we can with the available material. 

Do you have some special charts? 

Mr. Mutter. I asked that there be included in our record of May 8, 
the charts issued by your Board as of April 1951, that appear on 
pages 10, 11, 42, 43, 78 and 79, 74 and 75, which I missed, 74 through 81. 

I would like to have those charts brought down to date. I don’t 
mean to today, but to the nearest possible date. 

(For charts referred to see pp. 63-74.) 

Leaving aside for the moment the question of Federal Government 
credit, then all the rest of the credit is classified as ‘commercial, real 
estate, consumer, agricultural, securities, State and local government.” 

There is a very small additional part of it which goes into various 
miscellaneous items which I think we can ignore. That is the break- 
down of the classifications, other than the Federal Government classi- 
fication, is it not? 

Mr. Youna. Yes. 

Mr. Mutter. In 1948, commercial credit was by far the largest 
amount of those various items. Am I right? 

Mr. Youna. That is page 11. 

Mr. Mutrer. Yes. 

In 1948 it was $19 billion, approximately. 

By 1950 that had dropped to approximately $17 billion. Right, sir? 

Mr. Youna. Yes, sir; for credit extended by commercial banks, 
according to this chart. 

Mr. Mutter. As against in 1950 approximately $12 billion plus 
for real estate credit, just under $7 billion for consumer credit; just 
under $3 billion for agricultural credit. Am I right, sir? 

Mr. Young. Yes, sir. 

Mr. Mutter. Now, then, if there is a need for control of real 
estate credit of $12 billion and consumer credit of $7 billion, making a 
total of $19 billion, isn’t there just as much need for control of com- 
mercial credit which alone aggregates $17 billion? 

Mr. Martin. That is a different type of problem, Mr. Multer, 
because that is what we are talking about in our open market opera- 
tions. It is not easy to isolate that commercial credit. We are trying 
to promote certain defense activities. In connection with real estate 
credit, if we find an area that we think that is essential to the defense 
effort and that housing should be developed there, we make it a 
special area and we support credit for that area. In commercial 
credit we have the problem of 

Mr. Mutter. Now, you are telling me that it is necessary to have 
exceptions to the general rule, and I agree with you. We have 
regulation X to control real estate credit and there must necessarily 
be exceptions to that rule. You will go into certain areas and say, 
‘San Diego is a defense area; it is a critical area, we have to let this 
area go along without the restriction of regulation X. 

Is that right? 

Mr. Martin. Yes. 
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Mr. Burton. May I inquire whether or not those restrictions are 
not now being imposed through the usual channels, the banks, on 
commercial credits? From my observation it is rather effective now. 

Mr. Martin. That is our voluntary credit restraint program, 
which we think is really doing quite a worth-while job. 

Mr. Mutter. In other words, you have set up a voluntary system 
of controls of commercial credit and you say you think it is doing a 
satisfactory job? 

Mr. Martin. Well, it is too early to actually measure it. It is 
just getting under way, but certainly the effort should be made. 

Mr. Mutrer. Don’t you believe that if your Board had a big 
stick in your hands and the right to control that commercial credit, 
the voluntary plan might have better chances of success? 

Mr. Martin. I am not absolutely sure of that. I think that the 
big stick has a limited effectiveness with people. 

Mr. Mutter. Let me ask you this: I was interested in a statement 
on page 10 of your statement in which you say: 


You will agree, I am sure, that this is an impressive roster of financial leaders— 


who make up the membership of the national and regional committees. 

That is the committee that is putting the voluntary credit plan into 
effect, right? 

Mr. Martin. Right. 

Mr. Mutter. It is just as impressive a roster of financial leaders 
as that of the industrial leaders of this country, is it not? 

Mr. Martin. They would be very impressive there. 

Mr. Mutrer. As a matter of fact, in almost every instance, you 
will find these same financial leaders are the industrial leaders, and 
if not the industrial leaders, serving on the boards of the big industries? 

Mr. Martin. That is one of the important things about this 
voluntary restraint credit program. It is educational both for the 
borrower and lender. By getting people around the table and dis- 
cussing this problem in terms of promoting the defense effort and at 
the same time restraining inflationary pressures, I think a very worth- 
while job is being done. 

Mr. Murer. But the point I am making at the moment, these 
same financial leaders are the same men who are the industrial leaders 
of the country, to a very large extent. Some of them have been 
bankers all their lives but many came from big industry before they 
went into banking. Others are financial leaders today but still have 
their interests and are leaders in industry; isn’t that so? 

Mr. Martin. Yes, and we are depending on them to produce. We 
never needed production in certain lines more than we need it right 
now and we are depending on them to produce. 

Mr. Mutrer. The point I am driving at, after we gave the President 
the Defense Production Act. of 1950, he asked industry to set up 
voluntary controls in industry and it didn’t work and it will not work. 
I am very much afraid that 1t is not going to work with the financial 
leaders of this country, either. They are setting it up, working hard, 
and you are going to do a job in good faith but when it comes right 
down to it the only thing that the bankers can do to make money is 
to lend money. That is their only means of income, or at least their 
primary means of income or profit. When it comes right down to it, 
your voluntary plan in my opinion is not going to work, just as it has 
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not worked with industry, and if you haven’t the power to make it 
work and take the voluntary plan and make it a compulsory plan, we 
are going to be in trouble. 

Mr. peat I would like to comment on that. I think that this 
country is in a very serious struggle for its existence as a free people. 
If the people in business and government and finance are not going to 
recognize how serious the current situation is and that we are going 
to have certain compromises along the line, we are noi going to attack 
this problem in the right spirit. If we are not going to recognize that 
we have to save and to sacrifice, then I think this country is really 
going to be in a bad way and I don’t think any amount of compulsion 
will help correct the situation. I think that saving and sacrifice are 
essential to the situation that we are in and that we ought to do every- 
thing we can to encourage these people to see the problem and we ought 
to use force with people only as a very last resort. 

Mr. Mutter. What you say is applicable to every American citizen 
in this country. 

Mr. Martin. Exactly. 

Mr. Mutter. It is not peculiarly applicable to the banker or to 
the industrialists but it applies to every last American in this country. 
Mr. Martin. I agree. = 

Mr. Mutter. We must all try to do this job and voluntarily par :ici- 
pate in good faith in this and try to comply with the laws and the 
regulations and these voluntary plans? 

Mr. Martin. Absolutely. 

Mr. Mutter. We had the experience in World War II and we are 
going to have it again. We are having it now. If we don’t have the 
right to enforce these things and make these fellows stay in line, we 
are going to be in serious trouble. 

I have worked in a bank and with bankers. I think that bankers 
are just the same kind of Americans as all the rest of the country, good, 
decent Americans who want to do a job, but there are always some who 
get out of line. Unless you have the law and the authority to keep 


them indine, you won’t be able to do your job. That is why I advo- 


cated it last year and I am advocating it now. We must set up by law 
the right to go in and control the bankers, the same as you do every- 
body else. There is no reason why they should be any different or 
put in any different category. 

I am willing that the voluntary plan be tried and that you continue 
to try it but I say that we have to be ready to say, when it falls down, 
“You must do it.”’ 

Mr. Martin. I couldn’t agree with you more, with this proviso. 
This is a democratic country, and in order to enforce any controls 
effectively in a country as large as this you have to have full public 
support for those controls. In the absence of public support, the con- 
trols fall by the wayside and create black markets and more trouble 
than the service that they render, so I think we ought to concentrate 
on etre that you are unquestionably espousing, in a united 


we forall of us 


r. Mutter. I agree with you. That is why, when Mr. Wolcott 
says that credit is the lifeblood of this country, we can’t let that run 
away with the situation. We have to be in the position where we can 
control the credit, too, I mean all the credit, not part of it, certainly 
not the smallest part that goes to the consumer. 

83473—51—pt. 1——11 
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Take a man who wants to buy a house, our experience is the man 
who buys a little piece of ground with a house on it is your most stable 
citizen and most satisfied citizen. He will fight hardest to preserve it. 
Let’s help him to do that, if you can, within the realm of the demands 
that-are being made onus in the defense effort. 

There is one other topic I want to touch upon. I think you have 
already indicated. that there is a necessity for having exceptions to 
these general rules, just as with regulation X there are places where 
you must liftit and say, “Because of the peculiar situation there we will 
have to get along without regulation X there, until the situation 
changes in that area.” 

Don’t you have the same situation in your consumer-credit controls? 

Specifically, with reference to auto financing, I think every defense 
worker—well, not every defense worker, but when you get out into 
the outlying areas, when you get into areas where there are defense 
plants that are not within large municipalities, the defense worker 
must get to and from his place of business, his place of work, by auto- 
mobile. I think you must work out some plan by which that defense 
worker will be able to get the automobile to take him from his place 
of work and probably modify your regulation W as it applies in 
certain defense areas to defense workers. 

I can understand that no matter where the man may live or work, 
if he wants to buy a car for pleasure and not for work, there the Regu- 
lation W may work out all right, but I think you have to devise some 
means to see that the defense worker is taken care of in getting the 
automobile. 

If he can’t get the transportation that way he must still buy and 
pay for that transportation and use his money for that purpose, with- 
out owning the automobile. That adds just as much to the infla- 
tionary trend that we have been trying to stop. 

Mr. Martin. I think that that is a valid point. I think in the 
automobile field, the feeling has been that the used-car market was 
such that an individual who might not be able to get the model new 
car he wanted could get a very satisfactory vehicle in the used-car 
market; that is, at a price within his budget under these regulations. 
I mean, in other words, that there is a variety of prices in the used- 
car market. The fact is that the prices are lower because of the re- 
straining influence of these regulations. I am no expert in this, I 
have not worked in this particular field, but the case you are talking 
about would be covered in the used-car market. 

Mr. Mutrer. I don’t think that it is going to make much difference 
whether the defense worker is buying the low-priced new car or 
medium- or high-priced used car. If he wants to spend $1,600 or 
$2,000 for a car, he is going to look for the best buy that he can get 
for that money. He is going in the field wherever he can get: that 
car. He needs that transportation. I don’t see that it makes to 


much difference whether it is a new or used car. ws 


Take the $1,600 car and require a 25-percent down payment, it is 
$400. If you require a third as down payment it is $533 under Regu- 
lation W. Instead of paying it out in 18 months he pays it out in/15 
months. The one is $75 a month and the other is.$71 a month. 

I don’t think you are helping very much in that situation to stop the 
infiationary trend when you are stopping that man from getting the 
transportation he needs. ngs 
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Mr. Martin. Well, can’t he take another model, though? You can 
get cars as low as—I saw one here the other day for $90. 

Mr. Cote. My son bought one for $100. 

Mr. Mutter. I wouldn’t let either of my sons drive that $100 car. 
I think they are a menace not only to themselves but to everybody 
else on the road. 

Mr. Cote. You haven’t seen the car, and you don’t know Bill. 

Mr. Moutrer. I think that matter requires very serious attention 
and I hope you will consider it. 

As we went through the country with the Small Business Com- 
mittee, we were getting that complaint clear across the Nation, and 
these fellows in the defense areas, who had to have transportation, 
automobile transportation, under the new regulation, will probably 
not be able to get the cars or the transportation. 

Mr. McKinnon. To make that point even stronger, we find in this 
investigation that while there is no more inflationary pressure in the 
deep South or the far West, yet when it comes to the transportation 
costs, automobiles cost more in these far-away areas, so therefore a 
worker has to _pay more money down and make larger monthly pay- 
ments in order to get more essential transportation in these distant 
areas than is the case of the more concentrated areas in the Northeast. 

The regulation to that extent does not work equitably. Some allow- 
ance should be made for transportation costs in this range of larger 
down payments, because the freight differential is so much greater out 
West that you force a greater hardship on the person out there than 
in the East. 

Mr. Martin. Yes, I think that is a real problem. I think that 
administrative discretion is necessary in this type of thing, but our 
studies indi¢ate that this is a problem of pricing other than of credit 
regulation. 

Mr. Murer. The management of the public debt, talking now of 
the Federal public debt, by law is placed with the Secretary of the 
Treasury. 

Mr. Martin. That is correct. 

Mr. Motrer. And it is his duty to manage that debt and that 
includes the terms of new issues and refinancing of old issues, is that 
right, sir? 

My. Martin. That is correct, but that is one of our most difficult 
problems, if I can just anticipate your question there, because you 
can’t completely divorce that from the responsibility to regulate the 
supply of money. 

Mr. Mutter. No, you can’t, therefore, it is of the utmost im- 
portance that the Treasury and your Board cooperate at all times. 

Mr. Martin. It is indeed. 

Mr. Mutter. And the Secretary of the Treasury is a member of 
the Cabinet and his superior is the President; is that right, sir? 

Mr. Cote. Commander in Chief. 

Mr. Mutrer. Commander in Chief, yes. 

The President is superior to the Secretary of the Treasury and the 
Secretary of the Treasury is responsible to his superior, the President ; 
is he not? 

Mr. Martin. That is correct. 

Mr. Mocrer. ‘You were not with the Board when the President 
asked for a conference with the members of the Board and the Secre- 
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tary of the Treasury with reference to the entire over-all problem. 
You came to the Board later. 

I hope that when the President does seek to confer with the Federal 
Reserve Board, while you are its Chairman, and with the Secretary of 
the Treasury, we won’t see a repetition of the attacks on the President 
on the baseless ground that he is trying to influence the Federal 
Reserve Board, which is responsible to the Congress. You are 
responsible to the Congress; that is what the law says; but we can have 
cooperation. If ‘you wish to seek information and seek to cooperate 
with the President and the Secretary of the Treasury please do it, 
regardless of the people who will take potshots at you because you 
are doing just what you should be doing. I hope that because of the 
criticism that was made on that occasion, you and vour colleagues will 
not be scared away from seeking all the information you wish and 
having as many conferences as you want to have and doing it freely 
and fairly so that we can carry on this effort to actmanelial the one 
purpose we all have in mind. 

Mr. Martin. Thank you very much, 

Mr. Coin. And conversely, not to be afraid to differ. 

Mr. Mutrer. You don’t have to be afraid to differ; you don’t 
have to be afraid to come in before this Congress and tell us you need 
a change in the-law. 

Unless you come and tell us what your problems are, we won’t 
find them out for ourselves. 

The CuHatrRMAN. Gentlemen, there is a roll call. 

Mr. Tatie. What is the present backing for Federal Reserve notes? 

Mr. Martin. Twenty-five percent in gold. Twenty-five percent in 
gold. We have considerably more than that, Mr. Talle. Around 47, 
I would say, between 47 and 48 percent now and 25 percent is the 
requirement. 

Mr. Tair. And the law used to require 40 percent, didn’t it? 
Forty speed in gold? 

Mr. Martin. That is correct, sir. 

Mr. Tautie. What is the other requirement for Federal Reserve 
notes, other than gold, the remainder that makes up the 100 percent? 

Mr. Martin. All of the earning assets—Mr. Vest. hag.the law here. 

Mr. Vest. It is chiefly the direct obligation of the United States but 
the law provides that the collateral security may be notes, drafts, or 
bills of exchange or acceptances acquired through discount operations 
or through the purchases by the Federal Reserve banks or bankers’ 
acceptances or gold certificates or direct obligations of the United 
States. 

Mr. Tatuz. The securities referred to there are ordinarily called 
eligible paper? 

Mr. Martin. That is correct, sir. 

Mr. Tauue. That is the paper that grows out of borrowing from 
banks by industrial, commercial, or agricultural aneeerete which is 
acceptable for rediscount at Federal Reserve banks; is that right? 

Mr. Vest. That is right. 

Mr. Tauue. So before the law was changed, it was 40 percent gold 
and 60 percent eligible paper? 

Mr. Vest. That is correct. 

Mr. Tate. My question is, at the present time, what is the actual 
backing—you say 25 percent in gold. What does the other 75 percent 
consist of? 
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Mr. Martin. It is largely Government securities but we have con- 
siderably more gold than that 25 percent which is also back of the 
notes. 

Mr. Tatie. That situation has existed for quite some time, has it 
not, so that the backing is gold, 25 percent, and the remainder is 
Government bends? 

Mr. Vest. Since 1945, roughly. 

Mr. Tatue. I recalled when I put the question to Mr. Eccles some 
years ago, that at that time the quantity of eligible paper back of 
Federal Reserve loans was only $9,000,000. All of the rest was 
Government bonds. 

Mr. Martin. Yes. In the early days of the System, you see, the 
requirements were 40 percent in gold and 60 percent in commercial 
paper. After a while the commercial paper almost dried up and you 
had very nearly 100 percent in gold. That was the situation for quite 
a while. 

Mr. Tauux. And during the war there was a substitution of Govern- 
ment bonds for commercial paper. 

Can you tell me how much backing in the way of eligible paper there 
is at the present time behind the Federal Reserve notes? 

Mr. Martin. No, I couldn’t tell you but I can get that for you and 
submit it for the record. 

Mr. Tate. I should like to have it in the record. Since it goes into 
the record, I think it would be well to go back a number of years, so 
that a person can get a historical view from it. 

(The information requested above is as follows:) 



















Eligible paper other than U.S. Government securities backing Federal Reserve notes, 
Dec. 31, 1914-50 


{In thousands of dollars] 
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Mr. Tauue. It was said earlier today that one purpose of the Federal 
Reserve Act back in 1913, December, was to get an elastic currency. 
Now, demand for elastic currency grew out of what was called the 
money panic in 1907 and the conferences that followed. Finally, 
attempts at legislation culminated in the Federal Reserve Act of 1913. 

Has not the elasticity of our currency been removed by the fact that 
Government bonds are used as a backing for Federal Reserve notes 
instead of eligible paper? 
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Mr. Martin. No, I wouldn’t say so, Mr. Talle. I think it would be 
helpful if we had some more commercial paper but I don’t think the 
elasticity has been destroyed by substitution of Government bonds. 

Mr. Tauue. As I see it, the elasticity is all one way, It is the 
chewing-gum variety. You can stretch it but it won’t come back. 

Mr. y ARTIN. That is the problem I mentioned right at the start. 
It is much easier to expand than it is to contract, but we can get an 
adjustment over time as the economy grows if we pursue the right 
kind of credit policy. 

Mr. Tauie. But, that was not true of the original eligible paper, 
because when a farmer made a loan from his bank and the bank 
rediscounted it and Federal Reserve notes grew out of that rediscount, 
there was expansion of the currency. 

Then, conversely, when the loan was paid, at least in theory, the 
Federal Reserve notes went out of circulation and the currency was 
contracted. Then there was both expansion and contraction; but 
with a constant increase in Government bonds, there is no contraction, 
so that that purpose, namely, an elastic currency, of the Federal Re- 
serve System, it seems to me, has been nullified by the fact that the elas- 
ticity in the genuine sense has been removed by what was done in 
changing from eligible paper to Government bonds as the principal 
backing for Federal Reserve notes. 

Mr. Martin. There is no shortage of currency, that is, of pocket 
cash to meet the needs of businesses and consumers. In some periods, 
especially the eacly thirties, however, there was a shortage in this 
sense, because the volume of eligible paper was too small to permit the 
issuance of enough Federal Reserve notes to meet the currency 
demand. To relieve the situation the Glass-Stegall Act was passed in 
1932 authorizing temporary use of United States Government securi- 
ties as backing for notes. This authority was made permanent in the 
Banking Act of 1935, and today the Federal Reserve System is in a 
position to meet all currency needs of the public. I think the Federal 
Reserve System has been quite successful in meeting the demands for 
deposit money by having a better mobilization of reserves on which 
to expand and contract. 

Mr. Tate. My point is that there is not genuine elasticity in our 
currency; that is, both expansion and contraction, under current law, 
but I will also add that most means of payment are not currency. 
They are checks on demand deposits. 

Mr. Martin. That is right. 

Mr. Tatue. Therefore, it is quite important, is it not, that you 
exercise all the power you have in the way of restraint on the manu- 
facture of means of payment throughout the banking system? 

In other words, your power over reserve requirements relating to 
demand deposits in the banking system? 

Mr. Martin. I think that is correct. 

Mr. Tatun. As you said earlier, production will restrain inflation 
and I agree with that, but that assumes that the rate of expansion 
of the means of payment is not in excess of the rate of increase in 
the production of goods and services. 

Mr. Martin. I think we have a very real responsibility to regulate 
the supply of money here in order to restrain pressure on prices. 
But we also have the problem of relating the supply of money in 
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accordance with the needs of our defense effort, which also is essential 
to our national security. 

Mr. Nicuotson. Mr. Talle brought up the idea of what is behind 
our money. I would like to know, if you could tell me, why there 
are two or three billion dollars less, in our assets of gold, than there 
were about 6 months ago? 

Mr. Martin. That is largely due to a change in the balance of 
trade. You have had a steady improvement abroad, you see. For 
example, let’s just take one country here, Great Britain, which was in 
a very sad state, so far as their gold and dollar balances were con- 
cerned a few years ago, especially just prior to devaluation in the 
fall of 1949. 

Recently, they have experienced a steady improvement in their 
terms of trade. They have now replaced some of the gold that they 
lost earlier and have gotten up to a much better ratio than they had 
before. 

Mr. Nicuotson. Wait just a minute. Who has replaced the gold? 

Mr. Martin. Great Britain. I was using it as an illustrat on. 
The British have been able to recoup some of the gold that they were 
forced to use immediately after the war and before devaluation. 

Mr. Nicuoison. Replaced it with the gold that is supposed to be 
in the United States? 

Mr. Martin. No, by the purchase of gold. They purchased as 
their 

Mr. Nicnotson. At what price do they purchase? 

Mr. Martin. At $35 an ounce. That is our price. 

Mr. Nicuotson. I just wanted to take this time because Mr. 
Talle was basing our currency on how much gold there was and how 
much credit there was and everything and I was wondering how we 
could regain those assets that we have lost. Could we? 

The Cuarrman. There is a roll call in the House. 

Mr. Tauie. May I make one more remark? 

If we go further back than we have gone, back of the Government 
bonds, the real backing is the ability of the American people to pay 
taxes; is it not? 

Mr. Martin. That is correct. 

Mr. Tauue. Yes; and if there are not individuals or groups who 
find they can buy these bonds, the Government can always ask the 
Federal Reserve banks to take them; can’t it? 

Mr. Martin. Yes. 

Mr. Tatur. And that is a highly inflationary process. So it seems 
to me that the point I have tried to make is something worth think- 
ing about. 

I am sorry the time is so short. 

The CuarrMan. There is a roll call in the House, and the House will 
be considering a bill for amendment under the 5-minute rule. I 
wonder if you would mike yourself available at some future time? 

Mr. DiSalle will be here tomorrow, so if you will be available at 
some other time 

Mr. Martin. I am at your service at any time, Mr. Chairman. 

The CuarrMan. We will have to set a time for you to come back. 
We are certainly glad to have had your testimony and I think your 
introduction to this committee is very favorable from your standpoint 
and I hope to see you often. 
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Mr. Coue. I understand he will come back as there are a lot of 
members who wish to talk to him. 

The CuarrMan. Yes. 

The members of the Voluntary Credit Restraint Committee, as 
listed by Mr. Martin, will be made a part of the record. 

(The list referred to is as follows:) 


VoLunTARY CREDIT RESTRAINT COMMITTEE 
Oliver 8. Powell, Chairman 
COMMERCIAL BANKS 


George S. Moore, vice president, The National City Bank, New York, N. Y. 

—— R. Davis, vice president, State-Planters Banks & Trust Co., Richmond, 
a. 

a nae R. Cravens, vice president, Mercantile-Commerce Bank & Trust Co., St. 
Louis, Mo. 

Everett D. Reese, president and trust officer, Park National Bank, Newark, Ohio. 


INSURANCE COMPANIES 


George L. Harrison, chairman, New York Life Insurance Co., New York, N. Y. 
Carrol M. Shanks, president, Prudential Insurance Co. of America, Newark, N. J. 
E. B. Stevenson, Jr., executive vice president, National Life and Accident Insur- 
ance Co., Nashville, Tenn. 
Claude L. Benner, president, Continental American Life Insurance Co., Wilming- 
ton, Del. 
INVESTMENT BANKERS 


Lee M. Limbert, vice president, Blyth & Co., Ine., New York, N. Y. 
Rudolf Smutny, partner, Salomon Bros. & Hutzler, New York, N. Y. 
Francis Kernan, partner, White, Weld & Co., New York, N. Y. 

William K. Barclay, Jr., partner, Stein Bros. & Boyce, Philadelphia, Pa. 


FIRST DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Walter 8. Bucklin, chairman; president, the National Shawmut Bank of Boston, 
Boston, Mass. 

John E. Toulmin, vice chairman; senior vice president, the First National Bank 
of Boston, Boston, Mass. 

Roy A. Young, president, the Merchants National Bank of Boston, Boston, Mass. 

Lester E. Shippee, executive vice president, the Hartford-Connecticut Trust Co., 
Hartford, Conn. 

Chester G. Abbott, president, First Portland National Bank, Portland, Maine. 

W. F. Farrell, president, the Providence Union National Bank & Trust Co., 
Providence, R. I. 

Car! B. Pitman, vice president, Federal Reserve Bank of Boston, Boston, Mass. 


SECOND DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


George Whitney, chairman; chairman of the board, J. P. Morgan & Co., Ine., 
New York, N. Y. 

George Champion, vice chairman; senior vice president, the Chase National Bank 
of the City of New York, New York, N. Y. 

Charles H. Diefendorf, president, Marine Trust Co., Buffalo, N. Y. 

R. E. MeNeill, Jr., president, Central Hanover Bank & Trust Co., New York, 


David C. Barry, senior vice president, Lincoln-Rochester Trust Co., Rochester, 
N. Y. L 

Horace K. Corbin, president, Fidelity Union Trust Co., Newark, N. J. 

Arthur Phelan, vice president, Federal Reserve Bank of New York, New York, 
rks 


aX. 
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THIRD DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Frederic A. Potts, chairman; president, The Philadelphia National Bank, Phila- 
delphia, Pa. 

Carl H. Chaffee, vice president, The First National Bank of Philadelphia, Phila- 
delphia, Pa. 

George P. Edmonds, president, Wilmington Trust Co., Wilmington, Del. 

Frank W. Sutton, Jr., president, The First National Bank of Tom’s River, N. J., 
Tom’s River, N. J. 

J. Wilson Steinmetz, president, Ninth Bank & Trust Co., Philadelphia, Pa. 

Frank Stemple, executive vice president, The First National Bank of Scranton, 
Scranton, Pa. 

W. J. Davis, first vice president, The Federal Reserve Bank of Philadelphia, Phila- 
delphia, Pa. 


FOURTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


— Thompson, chairman; president, Union Bank of Commerce, Cleveland, 

io. 

W. A. Mitchell, president, Central Trust Co., Cincinnati, Ohio. 

Francis H. Beam, senior vice president, The National City Bank of Cleveland, 
Cleveland, Ohio. 

Jonathan 8. Raymond, vice president, Mellon National Bank & Trust Co., Pitts- 
burgh, Pa. 

Robert C. Dewnie, president, Peoples First National Bank & Trust Co., Pitts- 
burgh, Pa. 

E. S. Patterson, president, The First National Bank of Akron, Akron, Ohio. 

William H. Fletcher, first vice president, Federal Reserve Bank of Cleveland, 
Cleveland, Ohio. 


FIFTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Archie K. Davis, chairman; senior vice president, Wachovia Bank & Trust Co. 
Winston-Salem, N. C. 

Eugene L. Miles, president, Baltimore National Bank, Baltimore, Md. 

Hulbert T. Bisselle, senior vice president, The Riggs National Bank of Washing- 
ton, D. C., Washington, D. C. 

J. Phillips Coleman, vice president, First and Merchants National Bank of Rich- 
mond, Richmond, Va. 

Thos. C. Boushall, chairman and president, Bank of Virginia, Richmond, Va. 

Ernest Patton, chairman of the board, The Peoples National Bank of Greenville, 
Greenville, 8. C. 

N. L. Armistead, vice president, Federal Reserve Bank of Richmond, Richmond, 
Va. 


SIXTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


— A. Sibley, chairman; chairman of the board, Trust Co. of Georgia, Atlanta, 

ra. 

J. Finley McRae, vice chairman; president, The Merchants National Bank of 
Mobile, Mobile, Ala. 

James G. Hall, executive vice president, The First National Bank of Birmingham, 
Birmingham, Ala. 

V. H. Northeutt, president, The First National Bank of Tampa, Tampa, Fla. 

Herman Jones, executive vice president, The First National Bank of Atlanta, 
Atlanta, Ga. 

Dale Graham, president, The National Bank of Commerce ia New Orleans, New 
Orleans, La. 

V. K. Bowman, vice president, Federal Reserve Bank of Atlanta, Atlanta, Ga. 


SEVENTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT 
COMMITTEE 


Homer J. Livingston, chairman; president, The First Nationa Bank of Chicago, 
Chicago, Ill. 

Carl A. Birdsall, president, The Continental Illinois National Bank & Trust Co. 
of Chicago, Chicago, Il. 
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Mark A. Brown, president, Harris Trust & Savings Bank, Chicago, Hl. 

George L. Luthy, president, Commercial National Bank of Peoria, Peoria, Ill. 

Donald F. Valley, general vice president, National Bank of Detroit, Detroit, Mich. 

William Taylor, president, First Wisconsin National Bank of Milwaukee, Mil- 
waukee, Wis. 

A. L. Olson, vice president, Federal Reserve Bank of Chicago, Chicago, Ill. 


EIGHTH DISTRICT COMMBRCIAL BANKING VOLUNTARY CREDIT RESTRAINT 
COMMITTEE 


Sidney Maestre, chairman; president, Mississippi Valley Trust Co., St. Louis, Mo. 

James H. Penick, president, Worthen Bank & Trust Co., Little Rock, Ark. 

Farl R. Muir, president, Louisville Trust Co., Louisville, Ky. 

— T. Jolley, president, The Boatmen’s National Bank of St. Louis, St. Louis, 
Mo. 

William A. MeDonnell, president, First National Bank in St. Louis, St. Louis, Mo, 

V. J. Alexander, president, Union Planters National Bank & Trust Co., of Mem- 
phis, Memphis, Tenn. 

= M. Attebery, first vice president, Federal Reserve Bank of St. Louis, St, 
ouis, Mo. 


NINTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Arthur H. Quay, chairman; president, First National Bank of Minneapolis 
Minneapolis, Minn. 

Willis Wyard, president, First and American National Bank of Duluth, Duluth, 
Minn. 

Joseph F. Ringland, president, Northwestern National Bank of Minneapoiis, 
Minneapolis, Minn. 

Rollin O. Bishop, president, The American National Bank of St. Paul, St. Paul, 
Minn. 

Julian Baird, president, The First National Bank of St. Paul, St. Paul, Minn. 

B. M. Harris, president, The Yellowstone Bank, Columbus, Mont. 

Maurice H. Strothman, Jr., vice president, Federal Reserve Bank of Minneapolis, 
Minneapolis, Minn. 


TENTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEER 


D. T. Beals, chairman; president, The Inter-State National Bank of Kansas City, 
Kansas City, Mo. 

John Evans, president, The First National Bank of Denver, Denver, Colo. 

James M. Kemper, chairman of the board, Commerce Trust Co., Kansas City, Mo. 

Tavior Abernathy, president, The First National Bank of Kansas City, Kansas 
City, Mo. 

Arthur L. Coad, president, Packers Nationa! Bank in Omaha, Omaha, Nebr. 

Hugh L. Harrell, vice president, The First National Bank & Trust Co. of Okla- 
homa City, Oklahoma City, Okla. 

Henry O. Koppang, first vice president, Federal Reserve Bank of Kansas City, 
Kansas City, Mo. 


ELEVENTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT 
COMMITTEE 


Milton F. Brown chairman, president, Mercantile National Bank at Dallas, 
Dallas, Tex. 

Ben H. Wooten, president, First National Bank in Dallas, Dallas, Tex. 

W. M. Massie, vice president, The Fort Worth National Bank, Fort Worth, Tex. 

L. Randolph Bryan, Jr., president, The Second National Bank of Houston, 
Houston, Tex. 

Harris McAshan, president, The South Texas National Bank of Houston, Hous- 
ton, Tex. 

Fred F. Florence, president, Republic National Bank of Dallas, Dallas, Tex. 

W. D. Gentry, first vice president, Federal Reserve Bank of Dallas, Dallas, Tex. 
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TWELFTH DISTRICT COMMERCIAL BANKING VOLUNTARY CREDIT RESTRAINT 
COMMITTEE 


E. C. Sammons, chairman, president, The United States National Bank of Port- 
land, Portland, Oreg. 

I. Warren Hellman, president, Wells Fargo Bank & Union Trust Co., San Fran- 
cisco, Calif. 

Chester A. Rude, chairman, executive committee, Security-First National Bank 
of Los Angeles, Los Angeles, Calif. 

James Lochead, president, American Trust Co., San Francisco, Calif. 

F. A. Ferroggiaro, senior vice chairman of the board, Bank of America National 
Trust and Savings Association, San Francisco, Calif. 

Thomas F. Gleed, president, Seattle-First National Bank, Seattle, Wash. 

E. R. Millard, vice president, Federal Reserve Bank of San Francisco, San 
Francisco, Calif. 


EASTERN INSURANCE VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Frazar-B. Wilde, chairman, president, Connecticut General Life Insurance Co., 
Hartford, Conn. 

Julian D. Anthony, president, Columbian National Life Insurance Co., Boston, 
Mass. 

Frederick W. Ecker, executive vice president, Metropolitan Life Insurance Co., 
New York, N. Y. 

Robert E. Henley, president, Life Insurance Co. of Virginia, Richmond, Va. 

k. A. Camp, Jr., vice president and treasurer, Liberty National Life Insurance 
Co., Birmingham, Ala. 

W. W. Bodine, chairman of the board, Penn Mutual Life Insurance Co., Phila- 
delphia, Pa. 

William F. Treiber, vice president, Federal Reserve Bank of New York, New 
York 45, N. Y. 


MIDWESTERN INSURANCE VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Robert B. Richardson, chairman, president, Western Life Insurance Co., Helena, 
Mont. 

T. A. Phillips, chairman of the board, Minnesota Mutual Life Insurance Co., 
St. Paul, Minn. 

W. T. Grant, chairman, Business Men’s Assurance Co. of America, Kansas City, 
Mo. 

Frank J. Travers, vice president, American United Life Insurance Co., Indian- 
apolis, Ind. 

Willard N. Boyden, vice president, Continental Assurance Co., Chicago, Ill. 

A. L. Olson, vice) president, Federal Reserve Bank of Chicago, Chicago 90, Ill. 


SOUTHWESTERN INSURANCE VOLUNTARY CREDIT RESTRAINT COMMITTEE 


W. L. Vogler, chairman, executive vice president, American National Insurance 
Co., Galveston, Tex. 

Harry L. Seay, Jr., executive vice president, Atlas Life Insurance Co., Tulsa, 
Okla, 

Carl C. Weichsel, vice president and treasurer, Great National Life Insurance 
Co., Dallas, Tex. 

T. L. Bradford, Jr., vice president and treasurer, Southwestern Life Insurance Co., 
Dallas, Tex. 

P. M. Greenwood, executive vice president, Great Southern Life Insurance Co., 
Houston, Tex. 

H. R. DeMess, vice president, Federal Reserve Bank of Dallas, Dallas, Tex. 


WEST COAST INSURANCE VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Asa V. Call, chairman, president, Pacific Mutua! Life Insurance Co., Los Angeles, 
Calif. 

Harry J. Stewart, president, West Coast Life Insurance Co., San Francisco, Calif. 

Raymond R. Brown, president, Standard Insurance Co., Portland, Oreg. 

Dwight L. Clarke, chairman of advisory board, Occidental Life Insurance Co. of 
California, Los Angeles, Calif. 
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Virgil a. Smith, vice president, Beneficial Life Insurance Co., Salt Lake City, 
Utah. 

E. R. Millard, vice president, Federal Reserve Bank of San Francisco, San 
Francisco, Calif. 


EASTERN INVESTMENT BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Percy M. Stewart, chairman, Kuhn, Loeb & Co., 52 William Street, New York, 


N. Y. 
T. Jerrold Bryce, Clark Dodge & Co., 61 Wall Street, New York, N. Y. 
Clarence E. Unterberg, C. E. Unterberg & Co., 61 Broadway, New York, N. Y. 
Frank A. Willard, Reynolds & Co., 120 Broadway, New York, N. Y. 
A. ite vice president, Federal Reserve Bank of New York, New York 45, 
N. Y. 


MIDWESTERN INVESTMENT BANKING’ VOLUNTARY CREDIT RESTRAINT COMMITTEE 


D. Dean McCormick, chairman, MeCormick & Co., 231 South La Salle Street, 
Chicago 4, IIl. 

Lee H. Ostrander, William Blair & Co., 135 South La Salle Street, Chicago 3, Ill. 

Reno H. Petersen, The Illinois Co., 231 South La Salle Street, Chicago 4, II. 

Richard W. Simmons, Blunt Ellis & Simmons, 208 South La Salle Street, Chicago 
4, Ill. 

Neil B. Dawes, vice president and secretary, Federal Reserve Bank of Chicago, 
Chicago 90, Ill. 


SOUTHWESTERN INVESTMENT BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


John H. Rauscher, chairman, Rauscher, Pierce & Co., Mercantile Bank Building, 
Dallas 1, Tex. 

H. H. Dewar: Dewar, Robertson & Pancoast, National Bank of Commerce 
Building, San Antonio 5, Tex. 

— C. Jackson, Jr., First Southwest Co., Mercantile Bank Building, Dallas 1, 

ex. 

Edward Rotan: Rotan, Mosle and Moreland, 806 Rusk Avenue, Houston 2, Tex. 

W. D. Gentry, first vice president, Federal Reserve Bank of Dallas, Dallas 13, 
Tex. 


WESTERN INVESTMENT BANKING VOLUNTARY CREDIT RESTRAINT COMMITTEE 


Frank F. Walker, chairman, Dean Witter & Co., 45 Montgomery Street, San 
Francisco 6, Calif. 

Mark C. Elworthy, Elworthy & Co., 111 Sutter Street, San. Francisco 4, Calif. 

Edward C. Henshaw, William R. Staats Co., 111 Sutter Street, San Francisco 4, 
Calif. 

Frank Weeden, Weeden & Co., 315 Montgomery Street, San Francisco 4, Calif. 

E. R. Millard, vice president, Federal Reserve Bank of San Francisco, San 
Francisco 20, Calif. 


The Cuarrman. The committee will adjourn until tomorrow 
morning. 

(Thereupon, at 12:05 p. m., the committee adjourned until 10 a. m., 
tomorrow, Friday, May 11, 1951.) 
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FRIDAY, MAY 11, 1951 


Hovusté oF REPRESENTATIVES, 
ComMiTTzz ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a.m., Hon. Brent Spence, chairman, pre- 
siding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Deane, 
O’Brien, Bolling, Kluezynski, Wolcott, Talle, Cole, Hull, McDonough, 
Widnall, Buffett, and Betts. 

The CuatrMAN. The committee will be in order. 

The first witness is Mr. Eric Johnston, Administrator of the Eco- 
nomic Stabilization Agency? Do you have a statement? 

Mr. Jounston. Yes, Mr. Chairman; I -have.a prepared statement 
for each member of the committee. It is a rather long statement. 

The CHaiRMAN. You may be seated, if you desire. 

Mr. Jounsron. It is a rather long statement, Mr. Chairman, and, 
rather than read it to you, it could be inserted in the record and then 
I will summarize it. This goes to considerable detail regarding the 
operation of the Economic Stabilization Agency. 

The CuarrMAN. Without objection, the statement may be inserted 
in the hearings and you may summarize it. 


STATEMENT OF ERIC JOHNSTON, ADMINISTRATOR, ECONOMIC 
STABILIZATION AGENCY 


Mr. Jonnston. The question before this committee, before the 
Congress, and before the American people is a very blunt one: 

Are we willing to do what we must do to remain free? 

As the members of this committee thoroughly realize, we are em- 
barked or a mobilization program of a scope and magnitude un- 
precedented for any nation to undertake short of total war. 

The objective of that-mobilization is clear—to strengthen not only 
ourselves but the entire free world against a very real threat of military 
attack, 

Now either we accept that fact as a fact—that we do face a very real 
threat of military attack—or else we have no real need for this colossal 
mobilization program. I am convinced that this committee, and the 
Congress—and the people—accept this fact for what it is: a very cold, 
hard, grim, uncompromising reality. 

In coming before this committee today to discuss the stabilization 
program—which is an integral part, an essential part, of the mobiliza- 
tion effort—I am conscious of the determination of the members of this 
committee that America must be prepared to meet this threat, this 
danger. 
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You have made that clear not only in your handling of the original 
Defense Production Act but in the manner in which you have followed : 
the day-to-day operations of government under that act. £ 

I am completely convinced that we can do whatever we have to do 
to keep freedom alive. We have everything it takes—the machines, 
the tools, the manpower, the know-how, the imagination. We have 
the patriotism, too. 

Productionwise, this industrial machine of ours can accomplish 
whatever miracles we set out to have it perform. But we must feed it 
the fuel—the energy—the materials, the lubricants, and the direction 
it needs. For it is, after all, only a machine. 

To make that machine perform at top speed, on all cylinders, with- 
out costly breakdowns, takes hard work on the part of all of us. It 
takes cooperation, imagination, and restraint. Above all, it takes a 
will. 

Do we have it? I think so. But we haven’t proved it yet. We'll 
get lots of chances in the months ahead to show whether we have that 
will or not. 

Primarily, we will demonstrate whether we have it or not in this 
general area known as stabilization. 

For, unless we have a stabilized economy, unless we hold inflation 
in check, unless we can defend the yalue of the American dollar 
against infiltration and ambush in the months ahead, we cannot 
mount the defense effort we need. : 

So, it is in the stabilization area that we test our will to have FS 
mobilization. It is the stabilization area where every American will 
have to stand up and say “ Yea” or ‘‘Nay’”’. 

Any sacrifices which most of us will be called upon to make for the 
mobilization effort—most of us—will be in connection with stabiliza- 
tion. The sacrifices we must individually make to beat inflation, 
however, are small ones, really. 

But they are often vexing ones, annoying, aggravating incon- 
venient ones. 

We Americans make the big sacrifices without hesitation or whimper 
when big sacrifices are required. But we cry over the little ones out 
of all proportion to their hurt. : 

That makes stabilization difficult because, as I said, stabilization 
requires little sacrifices, not big ones—sacrifices like not buying things 
we don’t need; like keeping our prices, our profits, and our wages 
reasonable; like not exercising all of the economic power we might 
otherwise muster to get ahead of the other fellow; sacrifices like paying 
higher taxes. : 

Ve call them “‘sacrifices.”” Actually, they are privileges of citizen- 
ship in a Nation dedicated to the survival of freedom. 

Although I have raised some peg oe here about the will of the 
people of the United States to do the job which has to be done, I 
think I should make it clear that I, personally, have every faith in 
both our ability and our will to do the job which has to be done. 

I am convinced, for instance, that we can lick inflation. If I didn’t 
think so, I wouldn’t have taken on this job. 

Now just what is the job? ‘The Congress, and particularly this — 
committee of the Congress, spelled out the job and insisted it be done. © 
You were specific in what you wanted accomplished. 
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You said: - 

Prevent inflation, and preserve the value of the national currency. 

You said: 

Assure that defense appropriations are not dissipated by excessive costs and 
prices. 

You said: 

Stabilize the cost of living for workers and other consumers and the costs of 
production for farmers and businessmen. 

You said: 

Eliminate and prevent profiteering, hoarding, manipulation, speculation, and 
other disruptive practices resulting from abnormal market conditions or scarcities. 

You said: 


Protect consumers, wage earners, investors, and persons with relatively fixed or 
limited incomes from undue impairment of their living standards. 


You said: 


Prevent economic disturbances, labor disputes, interferences with the effective 
mobilization of natural resources, and impairment of national unity and morale. 


You said: 


Maintain a reasonable balance between purchasing power and the supply of 
consumer goods and services. 
and, at the same time, you said prevent the ‘‘dissipation of individual 
savings’”’ so that we have, after this emergency, a good strong pur- 
chasing power in the hands of the people. t 

That was your bill of particulars for the battle against inflation. In 
the programs of the Economic Stabilization Agency, insofar as this 
Agency has jurisdiction to deal with those problems, we are following 
your orders. 


WHERE DO WE STAND—AND WHERE ARE WE GOING? 


It would make me very happy if I could come before you now and 
say: ‘Relax. Everything’s under control.” 

But that just isn’t so. 

I can come before you, however, and say honestly—that we're 
digging into this job with everything we have. I can say to you that 
we're getting results on the price front. The steam has been knocked 
out of the upward spiral. Some prices are still climbing, but they 
are no longer soaring. 

Instead of a wild stampede of prices, costs, wages, and profits, we’ve 
guided them into a narrowing corridor where the stampede is halted. 
A lot of prices have calmed down enough to make it look as if the 
alarm is over. But there’s a restlessness still there which can mean 
a strong push to get out—to break down the fences. 

That isn’t good enough. We must break up the pressures against 
the barriers; so that the fences will hold. Once we are sure those 
fences will hold, we can move them whichever way the situation 
indicates-—inward, toward tighter controls, or outward—or, if we suc 
ceed-in removing entirely the alarms which cause a stampede, then 
we can tear those fences down entirely. 

Before we assess how well we’re doing in this crisis in our economy, 
we first have to take a look at what created it. 


ee 
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We measure our current inflation in terms of June 1950 levels— 
in other words, since the start of the Korean War. But it is important 
to remember that prior to that arrogant Communist crime against the 
peace, we were experiencing a steady upward price trend here in 
almost every field. Wage rates, employment, credit expansion, 
profits—all were going up in a prosperous expansion of the economy. 

In the meantime, we were winning the cold war. There was no 
doubt about it. The Communists apparently realized that, too, for 
why else would they suddenly have turned to a shooting war in 
Korea? 

To them, it was a calculated risk—to see what we'd let them get 
away with. But to many of us in the free world, it looked like a crazy, 
irresponsible, impetuous adventure signalling global war. 

Our Nation, and the other free nations of the world, reacted to that 
challenge to freedom and peace with immediate and forthright courage 
and action—in an unprecedented show of international determination 
to stop aggression in its tracks. 

But while we, as 4 nation, were showing a nobility and an awareness 
of our responsibilities to the free world, many Americans, as indi- 
viduals, were reacting to he threat to peace in Korea with the opposite 
of nobility and responsibility. 

Millions of Ameritans went on a scare-buying jag. Automobiles, 
washing machines, television sets, clothing, sugar, coffee—an endless 
variety of consumer goods—were grabbed right and left ‘‘before the 
hoarders got them.’’ Home freezers were stocked with meat. Short- 
ages were created where there had been none. Prices went up. 

Business went on @ scare-buying jag, too. Raw material prices 
inevitably went up as inventories—industrial hoarding—increased out 
of all proportion to needs. 

The panic to buy and stock up continued while the news from 
Kores remained grim. As the tide turned in September and October, 
and the UN forces began pushing their way through northern Korea, 
the panic subsided. There was a leveling off. 

Congress passed the Defense Production Act, including its price- 
wage stabilization provisions, in early September. The act recom- 
mended utmost use of voluntary cooperation in preventing inflation. 
Although we had already made the decision to step up our defense 
program against the possibility of new Koreas elsewhere, our defense 
spending up to then, had not become an inflationary force. 

It looked as if we had weathered the threat for the time being. But 
when the Chinese Communists were suddenly thrown into the fight 
in November, the whole situation changed. It set off two irresistible 
patterns of inflation: 

1. It forced us to reconsider our whole defense program in terms 
of what the Chinese intervention reflected; a willingness by the 
Kremlin to throw the puppet nations it controls into aggressive wars 
outside their own territory. The Chinese intervention showed that 
communism had made a very fateful decision. It convinced us we 
— to step up our mobilization program drastically and quickly. 

The buying jag—here at home and in the international mar- 
ea Fin had begun to level off by November suddenly-started 
up again with renewed fury. Prices which had jumped after June 
and then had reached new plateaus by November, suddenly went 
soaring. 
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The General Ceiling Price Regulation issued in January—2 days 
after I took office—was intended to throw a fence around this stam- 
pede which requests for voluntary control had failed to stem. The 
freeze took the momentum out of the spiral. It gave us a chance to 
catch our breath, and then to start translating that freeze order into 
a program of price control which would be administratively workable 
and economically fair. 

But it did not lick the basic causes of inflation and it cannot lick 
the basic causes of inflation. Price controls—no matter how tight, 
and wage controls—no matter how strict—cannot remove the threat 
of the inflation we face. 

For, if I have not made it clear so far, I want to do so now: the 
inflation we have had up to now, and which present price and wage 
controls are designed to hold in check, was not the result of our mobili- 
zation program. It was not caused by vast armament costs, or an 
unbalanced budget. 

It was caused by anticipation of the real thing around the corner. 

But until we stopped it, the push had gone too far too fast, and 
millions of Americans on fixed incomes were priced out of the market. 
That’s why you have all of these misleading signs today of deflationary 
forces at. work. 

The combination of price controls and a continuing abundance of 
-goods for gale in the stores and shops and showrooms took the urgency 
and the scare out of buying. 

Tighter credit controls, higher taxes, and reassuring news on the 
Korean front also contributed a great deal to taking off the heat. 

But I want to say with all the ¢mphasis I can command that despite 
the lull, despite the seeming improvement in the situation, despite the 


slow-down in the price rise and the turn-down in some prices, all of 
the factors which make for a rip-roaring inflafion are present. Pres- 
sures increasing the cost of living continue under the surface. 

They are poised for another big push. 


CURRENT THREATS TO STABILITY 


Let me show you why this is so by reviewing the immediate future 
as well as the probable picture of the next few years. Roughly, these 
threats to stability fall into six categories. 

1. The military procurement program: ‘This is the big, basic, 
cause of inflation danger. 

Let’s look at that program first in terms of raw material needs. 

We have set as our goals the production of a vast amount of military 
goods and the creation of the capacity to produce much much more— 
the capacity to produce 50,000 airplanes and 35,000 tanks a year, 
and 18,000 jet engines a month, to cite only a few examples. 

We are going to produce, not only enough military supplies to equip 
our forces in Korea; not just enough to equip an expanding American 
defense force of about 3,500,000 men; and not just enough over that 
to. help rearm the other free nations of the world. 

In itself, that is a big production job. — But, in addition, under the 
outstanding leadership of Defense Mobilizer Charles E. Wilson, we 
are accumulating reserves which will provide enough stocks of key 
items to last for the first year of a full-scale war. 
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The planes and guns and tanks and ships we build are not going 
to be made out of air. They will be made out of steel, copper, alu- 
minum, tubber, and a wide variety of other raw materials. And the 
plants we build to make more guns and ships and tanks and planes— 
and to make more steel, and copper and aluminum—are going to be 
made out of these things and lots more, like cement, bricks, lumber, 
and plaster. 

Even before the mobilization program was launched, we were 
chewing up virtually our entire output of these materials for civilian 
goods. We were building out of them automobiles, television sets, 
window frames, washing machines, dishwashers, new homes, new 
stores, and new factories in which to build more consumer goods. 

But now we look at the amount of steel available, for instance, 
and we say: “We’ve got to use it differently.” 

We'll take so much of it and build military goods. We'll take some 
more and build from it new plants to make more military goods. 
And then we'll use up some more of this steel to build plants to make 
more steel. The new steel plants—when we get them—will provide 
us with more steel for all purposes, for military and civilian goods. 

But while we’re building those new steel plants, we’re taking away— 
not from military uses, but from civilian uses—that much more steel 
right now. 5 

It’s certain you can’t stamp an automobile body out of the same 
sheet of steel that you are going to use in a gun mount or a tank. 
You can’t make toys or screen doors or roasting pans out of the 
aluminum scheduled for a plane. 

You can’t build new homes out of the bricks and cement and 
lumber we need for a new defense plant. 

You can, however, build and make these civilian goods out of what’s 
left of these materials after military and defense requirements are met. 
a that’s all you’re going to get for your civilian economy—what’s 
elt. 

That will still be a lot. It should be enough to meet our needs, if 
not our desires. 

The desire for more and more of those things, however, will always 
be present in the kind of America we have—the kind of America we 
want to keep. And, in the months ahead, as more and more Amer- 
icans go to work in this stepped-up defense economy, and work longer 
hours, more and more Americans are going to have the money to buy 
these things they desire. 

Direct controls—particularly price controls—cannot stop the pres- 
sure of those demands for limited supplies any more than Canute 
could stop the sea. 

We haven’: reached that point yet, of course. 

The defense procurement program hasn’t really hit the civilian 
economy up to now. In the 10 months since the Korean attack to 
the end of April, the defense procurement agencies placed altogether 
orders worth about $27 billions. But nearly all of those orders were 
placed in the last 4 or 5 months. Last May, for instance, we were 
placing orders at the rate of $600 million a month and in June it was 
$1.4 billion. Now we are placing them at the rate of a billion dollars 
a week. 

We don’t see the results of these big orders yet in terms of ships 
and guns and planes and tanks and other needs, or in the diversion of 
manpower and materials to military production... But_we will; soon. 
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And then look out. : 

For we are mobilizing in depth—men, equipment, factories, and 
materials. This will lead to bottlenecks in some industries, congestion 
in some communities, shortages in labor. The unavoidable shortages 
will be accompanied by artificial ones—by speculation and hoarding— 
unless we are prepared to prevent them. 

But in the areas of shortage, bottleneck and congestion, prices will 
go up, profits will go up, and wages will go up unless we are in a 
position to take drastic counter-action against them. So far, we’re 
not fully equipped to take that action. We can conduct a delaying 
action, a holding action for a while—but it’s like sitting on the safety 
valve of a boiler. You keep the steam from leaking out. while the 
boiler is building up pressure, but when the pressure gets strong 
enough, the steam you’ve kept from escaping suddenly blows you up. 

The fact is we are not now equipped to hold the lid on a $50 billion 
a year defense spending program and prevent inflation. 

Our tax take is not big enough. ‘ee credit policy is not tough 
enough. Our stabilization powers are not broad enough. 

2. “Milk it dry” profit, price and wage demands: Second to the 
mobilization program -is the danger to stability arising from the 
special advantages now held, or soon to be held, by some segments 
of the economy. 

These special advantages could lead to an unconscionable push for 
higher profits and higher wages. 
Profits in most fields are at an all-time high. Yet with almost 
guaranteed markets for virtually everything industry can produce, 
there will be steady pressure for ever-higher prices leading to exorbi- 
tant increases in profit levels. This would be particularly true in 
those fields where consumers bid against each other for reduced 

supplies and clamor for the chance to buy at any price. 

And with manpower tight—or bound to be tight—in many areas, 
some skills would be able to write their own ticket on wages and get 
whatever they ask. Where wage controls interfere with this, not 
only labor, but management too, will probably join in seeking their 
relaxation. Together, they can exert an almost irresistible force in 
this direction. 

There has to be incentive for business in this emergency. There 
has to be incentive for labor, particularly for people not now in the 
labor force to pitch in and do their part in this defense effort. 

I think our people are patriotic enough not to want to point a gun 
at the United States in a time of crisis—of danger to our way of life. 
But there has to be an understanding among the people-—among busi- 
nessmen, workers, farmers, everybody—that taking advantage of 
special circumstances in this crisis is, in effect, pointing a gun at 
Uncle Sam. 

Profits are generally much much more than good. Wage levels 
also generally are good. Business must accept higher taxes on those 
profits and labor must expect higher taxes on their wages. 

Business must not only accept, but enthusiastically support, price 
stabilization, and labor must not only accept, but enthusiastically 
support, wage stabilization. 

That may sound like it’s asking a lot from them. But I don’t 
think so. 
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A firm price policy—and we mean to have that kind—will be neces- 
sary if we are to have a firm wage policy. And vice versa. 

There are inequities in the wage policy as a result of the freeze of 
January 26, just as there were inequities in the price policy resulting 
from that freeze. We’re trying to work out the inequities. 

But in the meantime, our wage controls are threatened if the cost 
of living continues to rise ever upward. 

3. Food prices: That brings us to the third major threat to stabil- 
ity—food prices, in light of the place of food in the cost of living. 

Now it’s true that farm income in 1950 was down for the second 
successive year from the peak levels of 1947-48. Nevertheless, farm 
prices started up in January 1950, and kept going up. Following 
Korea, they advanced more rapidly than the general average of prices 
for cost-of-living items. 

And food is the largest single item in the Consumers’ Price Index. 
¥urther increases in food prices will make wage stabilization, and thus 
price stabilization, increasingly more difficult. 

If we can’t hold food prices, we can’t hold wage rates. If we@an’t 
hold wage rates, we can’t hold other prices. 

This merry-go-round would give us all a brass ring to inflation. 

4. Scare-buying dangers: The panic buying which occurred in July 
and again in December and January in response to the bad news in 
Korea has given us a graphicHlustration of the sickening speed with 
which our economy can be batted around by sudden, unforeseen 
developments. 

In the present state of international tension, with potential danger 
spots all over the world, we can expect a certain amount of panic 
reaction to every international explosion. In a period like this we 
need available every instrument to prevent sudden distortions in the 
price structure resulting from a shift in events or a weather-vane 
thinking. 

In other words, with the economy operating at full blast, and with 
shortages bound to occur, we cannot afford new buying waves, new 
mass attacks on the grocery-store bins, the clothing-store racks, the 
appliance-store shelves, and on materials supply. 

he buying power for such a shopping binge is still. in the hands of 
the people today in liquid form—in individual personal liquid assets 
amounting to $224 billions, not counting insurance equity. We want 
to keep those savings there—and add to them—for the purposes you 
outlined in the act last September. That is, to assure a prosperous 
economy after the emergency. 

People will hold on to their savings at a time like this only if we can 
prove to them that inflation won’t wipe them out; that prices will be 
held; that stabilization will work. Otherwise, there will be a new 
stampede to convert cash into things. 

As part of this problem, we need greater understanding on the part 
of the people of the long-range nature of our preparedness program. 
we must get across the fact that it is not the Korean War which is 
turning our economy upside down, but that it is, instead what the 
Korean War means in terms of total, world-wide danger. 

In the meantime, unless much of this vast reservoir of liquid savings 
is solidified into Government bonds which the people are encouraged 
not to spend for current desires, then we face a constant threat of new, 
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blitz buying waves every time Stalin sneezes and the satellites say 
“‘Gesundheit.”’ 
5. Labor-management strife: The economic well-being of the 
Nation, as well as our security against military attack, depends 
rimarily upon maintaining and increasing the level of our production. 
his means, of course, the complete cooperation of labor and manage- 
ment in the production push. 

Industrial unrest, leading to slow-downs, strikes, or lock-outs, and 
characterized by continual bickering, will seriously harm the whole 
program, if it is permitted to occur. | 

We happen, right now, to be enjoying a period of relative industrial 
peace, and we’re fortunate that this is so. But the continuation of 
that peace, as of now, is almost exclusively within the power of 
management and labor. 

Stabilization and mobilization both put strains on this peace. It 
would be foolish for us to shut our eyes to that fact. We are asking 
both management and labor to give up a lot of their prerogatives in 
this emergency, and that begets trouble. 

Fog unless management is convinced that labor is not trying to 
use the defense emergency for its own narrow advantage, and unless 
labor is convinced management will not try to use the emergency to 
push back the clock in labor relations, this peace cannot endure. 

Yet it must. We must have it. 

6. The psychology of stabilization: The climate for effective 
stabilization does not yet exist in the economy. 

The continuing abundance of things to buy, the relative well-being 
of most of our people, the downturns in some prices resulting from 
excessive inventory accumulations, all have led to a false, hypnotic 
sense of complacency about the seriousness of our economic danger. 
The emergency cannot be seen and felt. Therefore, to many, it does 
not appear to exist at all. 

We see the evidence of this in the attitudes of all of those groups 
directly affected by stabilization policies. Each element in the 
economy sincerely wants—and demands—stabilization, but cach 
wants the other fellow to toe the line first. Each wants freedom to 
jockey around for position until all the other starters are lined up at 
the barrier. 

Management wants costs, including wages, held under tight con- 
trols as a prelude to controlling prices. 

Labor wants firm price controls as a prelude to any kind of wage 
controls. 

Agricultural wants industrial prices held down, thus holding down 
wages, too, as a prelude to farm commodity controls. 

hat we need are a few strains of the Star Spangled Banner as a 
warning to the brass, the strings and the woodwinds in this orchestra 
to get in tune and start off on the same beat at the same time. 

No one element in this economy of ours, I am sorry to say, 1s so 
far completely aware of its own responsibilities and obligations to 
stabilization. 

As long as that psychology presists, stabilization will continue to 
be a free-for-all instead of a team job. 

In any event, those are the six major threats to stabilization. How 
do we meet them? 
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OUR TOTAL STABILIZATION PROGRAM 


The only way to combat inflation is to attack it on all fronts. 

Inflation, as a matter of fact, has already gone too far. According 
to the Senate Appropriations Committee last December it had 
already cost us $3 billions in added military costs alone in the first 
6 months after Korea. 

That was more than the two tax bills passed by Congress last year 
were intended to raise in that same period. 

So we took these additional tax revenues—and threw them out the 
window. 

Inflation following Korea raised the Consumers’ Price Index about 
8% percent. That has cost our people about 17 or 18 billions of dollars 
for the things they bought. 

We just can’t afford that kind of nonsense. 

But we haven’t stopped it yet. And we won’t stop it unless and 
until we move in on it from every direction at once and nail it down. 

On the price front, we’re moving primarily against the effects of 
inflation, rather than its causes. Prices went up for only one regson: 
people were willing to pay them. Wages went up because employers 
were willing to pay them. 

But once the new price and wage levels became fixed in the structure 
of the economy, they stopped being effects of inflation and began 
becoming causes of further inflation. 

But they are not the basic causes; they are contributing causes. 

The basic cause of inflation is an excéss of purchasing power in 
relation to the available supply of goods and services. There are two 
possible approaches in meeting that problem. 

One would be to let it alone—let prices go up enough so that they 
cancel out this excess purchasing power. Obviously, that is no 
solution at all. You don’t attack inflation by having more inflation, 
and that’s what such a do-nothing policy would amount to. 

The alternative is to encourage the highest possible level of produc- 
tivity so as to provide a substantial increase in the amount of goods 
and services available for that same purchasing power to buy. 

We're doing as much of that as we can but because we have to divert 
so much of our productive effort and our manpower and resources to 
goods and services consumers don’t buy and can’t use, we cannot rely 
on this as a solution for the immediate future. 

Therefore, we must turn to controls. 

We must control our productive machine so that it provides us 
with the civilian goods we need rather than those which might return 
the best profit. 

And we must control our distributive machine so that the people— 
and the Government—can buy what they need at prices they can 
afford. 

In the stabilization field, these necessary controls fall into two 
categories—direct, overprices, wages, and profits, and indirect over 
credit and fiscal policies. We need both. 

To cure the disease of inflation we need drastic remedies—and the 
courage to use them. We blend them differently according to differ- 
ent circumstances—the temperature, the heartbeat, the blood pres- 
sure, all of which may vary up or down from day to day. 

But all the ingredients of this prescription are necessary. 
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Here’s what we have to use: 

1. A pay-as-we-go tax program: This is the fundamental step in 
inflation control. It is not ot a device for siphoning off buying 
power—as the economists call this technique for hitting us all in the 
pocket-book—but it also serves another, equally important purpose- 
It avoids the necessity for the creation of new money. 

If we don’t pay as we go, the Government has to borrow the funds 
it needs. Spending borrowed money—borrowed from the banking 
system—is inflationary. 

Furthermore, whether we take the cost of defense out of the pay 
checks of the people now or out of their bank accounts later—whether 
we pay-as-we-go or go in for deficit financing—the real cost of this 
program cannot be deferred. 

The real cost of defense is in things—in steel, coal, aluminum, 
copper, lead, and a host of other materials; also in‘ manpower and 
horsepower. We're using them up now in defense procurement. 
Whether we pay for their cost now in dollars or pay those dollars 
later, we will see the actual cost of defense paid every day in terms 
we can understand—in terms of the availability of things we want 
to buy and otherwise would buy. 

The extra $10 billions or so a year which we would have to pay to 
put defense on a balanced budget is a small price to pay, indeed, 
when the alternative is inflation. 

2. Pay-as-we-go credit policies: Deficit financing by business and 
consumers is inflationary, too. If our problem is in excess of purchas- 
ing power, then easy credit certainly compounds the problem. Where 
credit is necessary to achieve increases in production, then it should 
be encouraged. But credit which merely allows more people—and 
more businesses—to bid for a tightening supply of goods or materials 
adds no new output to the economy and merely pushes prices up 
higher. 

3. Increased savings: Income which is not spent does not put 
pressure on prices. It reduces the pressures. We must all save 
more. Stabilization of the dollar will encourage savings, but we 
can’t achieve stabilization until people do save more. In this situa- 
tion, our people must be encouraged to give their Government the 
benefit of the doubt—and buy more bonds, and not cash them in 
frivolously. The money we sock away now and hold on to is going 
to assure a continuing high-level economy after this emergency is over. 

On the other hand, if we spend ourselves broke now, we have no 
foundation on which to base a prosperous peacetime economy. The 
vast savings we socked away during World War IT had a lot to do with 
confounding all of the gloomy experts who predicted a rip-roaring 
postwar depression, with huge unemployment. It didn’t happen. 
Consumers who had saved their money during the war, dug down in 
the sock and began spending when their spending really counted. 

This is another opportunity to build up an even greater reservoir 
of private savings which will assure a healthy economy for years to 
come—and at the same time prevent inflation now. 

4. We must all economize: Nonessential consumption and waste by 
Government, business, and individuals must be eliminated. I know 
we are all agreed on that. 

5. Materials control: We must allocate our materials in short 
supply to where they are needed—both for defense purposes and for 
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essential civilian needs. That means an assured supply for lower-cost 
clothing, housefurnishings, and repair parts. It means that luxury 
goods can and should be made only out of what’s left over. And it 
means, too, that expansion of plant and equipment must also be con- 
trolled to help assure a balance in the civilian economy. 

The five ingredients I have mentioned are all essential to the suc- 
cessful use of price and wage controls. It so happens that none of 
them is under the direct operating authority of the Economic Sta- 
bilization Agency. 

So it might look as if I am saying to you that we can’t do our job 
unless those other jobs are done. 

To a certain extent that is true. But our job in ESA is a vital one 
to this well-rounded program of stabilization, of total stabilization. 
I don’t want to underrate it even while cautioning you not to over- 
rate it. 

The best tax and credit control policies cannot prevent sudden 
distortions in the price structure caused by changing defense re- 
quirements. ° 

They cannot prevent rent inflation in congested areas when home 
building slows down from a gallop to a walk. 

They cannot prevent individuals from seeking to improve their 
position—as a matter of fact, a tough tax policy and a tough credit 
policy will combine to encourage heavier pressure for wage increases, 
for price increases, for rent increases. 

So, just as direct controls are no substitute for the indirect ones, so 
the indirect ones—no matter how effective in siphoning off purchasing 
power—cannot do the job fairly and equitably without the direct 
controls. 

They are complements to each other. 


With that background in mind, let’s see how the direct controls are 
working. 


THE PROGRAM OF THE ECONOMIC STABILIZATION AGENCY 


The Defense Production Act of 1950 gave the President broad 
powers to delegate authority either to existing agencies of the Govern- 
ment or to new agencies in carrying out most of the functions of the act. 

But the act specifically required that consumer credit controls be 
assigned to the Board of Governors of the Federal Reserve System, 
and price-wage controls be assigned to a new independent agency 
created for such purpose. 

The President signed the bill on September 8, 1950. On the follow- 
ing day he issued Executive Order 10161, delegating the various 
powers given him in the act and creating the Economic Stabilization 
Agency to handle price and wage stabilization. 

Now, as to our powers: 

We have general authority over the setting of prices and wages 
with the exception of the following specific areas where Congress said 
we should not operate: 

1. Prices or rentals for real property. 

2. Rates or fees charged for professional services. 

3. Prices or rentals for (a) materials furnished for publication by 
any press association or feature service, or (b) books, magazines, 
motion pictures, periodicals, or newspapers, other than as waste or 
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—_ or rates charged by any person in the business of operating or 
publishing a newspaper, periodical, magazine, or operating a radio 
broadeasting or television station, a motion picture or other theater 
enterprise, or outdoor advertising facilities. 

4. Rates charged by any person in the business of selling or under- 
writing insurance. 

5. Rates charged by any common carrier or other public utility. 

6. Margin requirements on any commodity exchanges. 

We have no direct powers over credit, over priorities or allocations, 
procurement, production, manpower, or fiscal and monetary policies, 
but we are to “‘consult and advise with’? Government officials respon- 
sible in those fields as well as in rent control in connection with over-all 
stabilization problems. 

So we are, in a sense, a watchdog over the whole inflation threat 
but with teeth to bite with only when it comes to price and wage 
matters. 

One more bit of significant background. 

On the day that ESA was created—late on a Saturday afternoon— 
the President had also signed the bill to draft doctors for the military 
services. Our troops in Korea were huddled in the Pusan beachhead, 
grimly holding on there and fighting off wave upon wave of Com- 
munist hordes determined to push us into the sea. 

In other words, things seemed to look pretty bad. The Sunday 
morning headlines told of our troops straightening out their lines in 
anticipation of a renewed furious enemy drive to get us out of Korea 
entirely. 

What we couldn’t have known from reading the newspapers, how- 
ever, was that the stage was all set for the bold Inchon invasion less 
than a week later, and that the troops in the beachhead were getting 
set for their smashing break-through which was to carry them from 
the Pusan perimeter right through northern Korea. 

So, as it turned out, although ESA came into existence when the 
news was grim, it really only started to get under way as the situation 
in Korea brightened and while a desperate holding action was being 
transformed into a brilliant military triumph. 

I was not with the Agency at that time, as you know. But I cite 
this background because I think it is important in evaluating this 
whole controls program and its late start. You will see in this earlier 
situation, too, some close parallels to the present atmosphere. 

The momentum in price rises which had been picking up speed after 
June 25 began to subside following the sudden dramatic improvement 
of our position in Korea. The belief was general that the war there 
would end soon, and, with it, the induced inflation resulting from scare- 
buying and inventory accumulation. 

I don’t think ESA was alone at that time—and J again remind you 
I was not with the Agency then—in believing that voluntary controls 
combined with a returning sanity in purchasing would keep us on a 
fairly even keel. Defense orders were running then at an annual rate 
of only about $16 billion. 

The Chinese intervention in November, of course, threw all opti- 
mistic calculations out the window. It sent prices soaring once again. 
It forced the Government to reconsider the size of the defense program 
it regarded as immediately necessary. Congress passed a big defense 
appropriation bill in late September to fit defense needs calculated 
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immediately after the Korean War started in June, but the Chinese 
aggression started the machinery moving for a much bigger defense 
program—one which would hit a spending rate of $50 billion a year. 

As our troops fell back to escape entrapment and annihilation by 
the Chinese Communist hordes, the question in everyone’s mind was: 
Has world war III actually begun? 

Consumers again rushed out to buy durable goods, cashirg in war 
bonds and digging into savings or going into debt. Business borrowed 
heavily to build inventories even greater. Governmevt stockpiling 
purchases soared. 

And so, of course, did prices. ‘The rise was particularly dramatic in 
raw materials such as rubber, tin, wool, lead, zinc, copper and others 
which we import in volume. This was fear at work: Fear that Red 
aggression might turn elsewhere in the Far East and overrun some 
producing nations: and fear that submarine attacks would barricade 
the shipping lanes from other supplier nations. 

Profiteering and speculation in materials had a field day. Obviously 
the economy was getting out of hand. The time had come for action 
in defense of the dollar. 


VOLUNTARY CONTROLS 


The Defense Production Act had directed the President to encourage 
voluntary action by business, agriculture, labor, ard consumers to 
hold inflation in check, and to use direct, mandatory controls only 
to the extent that voluntary methods couldn’t do the job. 

The voluntary approach was tried almost immediately. And, in 
December Voluntary Pricing Standards were issued as a guide to all 
sellers. They were asked to keep their prices within these standards. 
They were asked to notify this Agency of any necessary, pending 
price increases, and to give ESA an opportunity to review them. 

Officials of the Agency whe were on the staff at that tume and who 
participated in the attempt to make voluntary controls effective tell 
me the program was a failure. That was certainly the impression 
which the public bad about them, too. 

Although many businessmen sincerely cooperated with ESA. to 
hold their prices down, a sufficiently large number disregarded the 
policy to make a farce of the whole program. "The Price Director 
has told of one instance where a manufacturer, who dealt with 500 
different suppliers, was socked by price increases ranging from 1 to 32 
percent from 468 of those 500 firms following the adoption of the 
voluntary program. 

-In other words, only about 6 percent of those suppliers played ball. 

In the 2 months following the Chinese intervention the prices of 
basic commodities advanced more than 10 percent. 

In addition to all of the other factors pushing prices upward, there 
was a brand new one. 

Everyone seemed to realize mandatory controls were going 
to be absolutely necessary to stem the tide of price aggression. So, 
in addition to profiteering and seare buying you had the spectacle 
of sellers indiscriminately raising prices just for the purpose of having 
a favorable “‘base’’ price when controls actually were imposed. 

Every day the exercise of firm controls was delayed, therefore, the 
price structure got more and more out of kilter. 
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Swift, decisive, and drastic action was certainly called for. 

Our economy was in real danger. 

When I was sworn into office as Administrator of the Economic 
Stabilization Agency on January 24, our price-wage-costs-profits spiral 
was turning into a real twister, and gathering frightening speed. 

Prices of basic commodities had gone up over 40 percent since June. 
Farm products had risen 19 percent, wholesale food prices 14 percent, 
industrial prices, also 14 percent. The cost of living had gone up 
nearly 7 percent. 

The Defense Department was paying 50, 60, 90, 150 percent more 
for many of the standard items it was buying. One item had gone 
up 660 percent. Our defense appropriations were in fact, being 
“dissipated by excessive costs and prices’’—the very thing you had 
said in the law should be prevented. 

Wage rates were going up, too. Average hourly earnings in 
manufacturing industries, which had been rising steadily in 1950, 
took sizable jumps in June, September, October, November, Decem- 
ber, and again in January. The actual money increase in average 
hourly earnings from July to last January was about double what it 
had been for the period from December 1949 to June 1950. 

And the pressures for further wage increases were powerful. On 
January 26, we clamped the freeze on prices and wages. 


WHY A FREEZE-—-AND NOT ROLL-BACKS? 


The general ceiling price regulation froze prices on January 26 at 
the highest levels they had reached between December 19 and January 
25. These were, in most instances, the highest levels they had ever 


reached. 

For this reason, we were criticized in some quarters for not having 
rolled prices back. Actually, we had given a tremendous amount of 
consideration to the advisability of roll-backs. We wanted to roll 
them back. 

But the first need—the overriding necessity—was to stop that spiral 
and stop it quick—break it up. It was getting worse every day— 
every minute. 

The illustration of the speeding automobile has been used so often 
it is getting frayed at the edges, but it does explain the situation in 
terms we can readily understand. If you’re speeding along at 80 miles 
an hour, and know you're going too fast, you don’t throw it into re- 
verse—you slam on the brakes. 

That’s what we did. 

Just as you’d tear out the transmission of your car if vou shifted into 
reverse while traveling at 80 miles an hour, we knew that a sudden 
roll-back of prices imposed on a rushing spiral of inflation would have © 
stripped the economic gears. 

Our economy travels so fast, and the cost factors in it are so inti- 
mately related, that a cost increase at one level is immediately built 
solidly into the price structure in a multitude of other levels. General 
roll-baecks would have confronted many businesses with the choice of 
compliance and bankruptcy, or evasion and black marketing. 

Wholesale prices paid by merchants were, in many instances, higher 
than their previous retail prices had been. Were they to sell these 
goods for less than they had paid? . 
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Furthermore if we rolled back all prices, what about wages which 
were tied to the higher prices? Could we have rolled them back? | 
don’t think so. 

Roll-backs are advisable only after careful study of their effects upon 
the whole economy. We have already rolled back some prices and 
there will be others. 

The freeze, however, was a necessary first step, to enable us to 
measure accurately the water in the price structure to see how much 
we had to squeeze out. 


THE TURNING POINT 


The freeze order did what it was supposed to do. It stopped the 
price-wage stampede. It prevented otherwise inevitable price in- 
creases from going into effect. It prevented all of the unwarranted, 
speculative increases then in the works from getting into the price 
structure. 

It saved us real money. And it provided us with the time and the 
opportunity to draft a comprehensive, workable price-control system. 

Here is the evidence of its effectiveness in stemming the tide of in- 
flation: Spot market prices for 28 important commodities advanced 
an average of nearly 7 percent a month between June 27, 1950, and 
January 30,1951. Beginning in February the trend went into reverse. 
At the end of April they had fallen 5 percent. 

Another example: The monthly average rate of price increases for 
all primary market commodities between November 28 and January 30 
was 2.7 percent. For the period from January 30 to March 6, it was 
half of that, or 1.3 percent. And for the period from March 6 to 


March 27, it was less than two-tenths of 1 percent. Since then they 
have remained stable. 


OUR PRICING POLICY 


Even with a freeze, some prices had to be permitted to rise. In- 
creases in materials costs which were frozen only part way through 
the economic structure must, in some instances, be permitted to pass 
through, especially if they cannot be reduced at the initial level. 
You will see that in wool clothing, particularly, for there is no 
other way out. 

Clothing being made now for fall delivery is being woven out of 
wools costing about twice as much as the same wool cost a year ago, 
when this year’s winter fabrics were loomed. Obviously, next fall’s 
wool clothing cannot sell at last fall’s prices. 

But aside from a number of products like that in which a pass- 
through of some or all of the materials cost increases is inevitable, 
here is the general picture and our general program on price control: 

As fast as the tremendous technical work can be accomplished, 
the general freeze is being translated into thousands of stable specific 
dollars-and-cents ceiling prices—that you will be able to find posted 
in your stores or on the merchandise itself. Other items, which do 
not lend themselves to dollars-and-cents ceilings, must be controlled 
under specially appropriate regulations, also calling for stable prices. 

Underlying all of these orders and regulations and requirements is 
the basic absolute that the ceiling prices must be fair and equitable 
to both buyer and seller. 





DEFENSE PRODUCTION ACT AMENDMENTS OF #951 185 


And conforming with a policy like that is no cinch. 

Any Government—even a totalitarian one—finds that imposing a 
system of price ceilings over virtually the entire economy is one of 
the most complex tasks it can undertake. In our case it is particu- 
larly difficult, because the United States is the largest free trade 
area in the world. ° 

No matter how perfect we try to be in performing this task, we know 
that mistakes and miscalculations are bound to occur. And we 
know that those mistakes—no matter how well-intentioned—can cause 
dislocations. 

No one who believes as I do in the American free enterprise system 
can undertake a responsibility like this lightly. We have no intention 
of wrecking the economy in the name of stabilizing it. That would 
be self-defeating. 

As long as we are flexible enough and honest enough to admit our 
mistakes—and correct them promptly—I think we can keep disloca- 
tion at a minimum. But at the same time, we all must realize that 
inflation is a worse consequence to the over-all economy and to 
everyone in it than could come from a positive program of action— 
even one which occasionally might go a little too far. 

Our administrative policy on prices has these goals: 

1. To stop the inflationary spiral and nail it down so that we can 
control all of the component parts of it. 

2. To roll back commodity prices wherever it is feasible to do so. 

3. To avoid interruption or dislocation of defense production. 

4. To move quickly to relieve hardship and inequities. 

5. To crack down—hard—on chiselers. 

We have started out with a series of interim regulations setting up 
the standards under which manufacturers, wholesalers, and retailers 
translate their frozen prices of last January into generally fair prices— 
fair to themselves, and fair to their customers. 

These standards will bring down prices in all of those instances 
where profits and margins were widened and prices increased before 
January 26 out of all proportion to actual cost increases. As we carry 
that systematic operation back through the various stages of produc- 
tion—as far as we can go—wewill get them all in line in each field. 

And then it is our determination to hold them down—to hold them 
against the heavy pressures we know will arise when defense spending 
really goes into high gear. 

The basic policy we have adopted and put into effect to govern 
future price increases will require greater absorption of cost increases 
all along the line. 

It is a tough policy. 

By and large, it provides that unless the profit levels of any par- 
ticular industry—not firm but industry—fall below 85 percent of the 
average of that industry’s three best years during the period 1946-49, 
inclusive, we do not intend to permit cost increases to be reflected 
automatically in a general upward revision of the industry’s ceiling 
prices. 

As I said, this is not a soft policy, it is a hard one. But it is not a 
harsh one. 

We have developed these standards pretty much in accordance with 
Congress’ own thinking in drafting excess profits tax legislation. 
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In putting our price policy into effect, first through interim regula- 
tions and then on a long-range basis, we are trying to tailor our require- 
ments to the operating practices and methods which have been 
developed by business over the years. 

Because of the vast complexity of this thing we call our economy, 
and because of the peculiarly distinctive business methods used by 
the various segments of it, developing a program of price control 
tailored to these differences takes time to devise. 

Mr. DiSalle and his assistants in the Office of Price Stabilization are 
giving it that time—not only the Government’s time of 8 hours a day 
but their own time as well, nearly all of their waking hours. I cannot 
speak too highly of the patriotic and unselfish job they are doing. 


RAW MATERIALS PRICES 


Our goal on prices, as I said, is to establish a line—a stabilized 
level—and then hold it. We hope to have roll-backs in a great many 
items, but we are not promising any general roll-back to last June 
levels or to anything approaching them 

Trying to push all prices back to pre-Korea days would be like 
trying to push toothpaste back into a tube.. We’d be expected to 
push wage rates and salaries back to pre-Korea days, and also cor- 
poration and business profits. I don’t think it can be done. And I 
ceriainly doubt the wisdom of trying to do it. 

Except by the payment of subsidies we cannot substantially roll 
back the price of wool, for instance, because 70 percent of it comes 
from uncontrolled markets abroad. Vast quantities of copper, lead, 
zinc, tungsten, tin, rubber, manganese, bauxite, chrome, cobalt, 
nickel, cork, hides, to name some outstanding examples, also come 
from abroad. 

The best way we can control prices of those imports is through 
international agreements to set prices or to allocate the available 
supplies among the free nations on anwequitable basis—and thus 
prevent suicidal competition among those nations for the limited 
supplies. Fortunately, there is some encouraging progress being made 
in this direction, through conferences which: have been going on here 
in Washington and elsewhere. 

But we must certainly keep in mind a fact. which was brought home 
to us at the recent conference of foreign ministers of the American 
nations here in Washington. The economies of our Latin-American 
neighbors have also been hard-hit by inflation in the cost of the things 
they have to import. They must get a fair price for their raw materials. 
There has to be a line of reason, of course, lest our inflation and theirs, 
too, both get worse.. We’re in this thing together. 

At the same time, tariff policies which unnecessarily raise the costs 
of those imports to us would appear to be worth.critical review by the 
Congress ai this time. I am happy to see,the progress of legislation 
to suspend temporarily the copper tariff, of.2 cents per pound—for 
we import about 30 percent of our requirements of this metal from 
abroad. 

We similarly import huge quantities of zinc and lead and pay 
tariffs on them. And on virtually every..pound of wool used in 
America—domestie as well as imported—~there, is an, extra 25}. cents 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 187 


in the price—per pound that is—representing the tariff. We use 
about half a billion pounds of it. 

Those are just some examples of cost factors price control must 
take into account but which price control is powerless to influence. 


FOOD PRICES AND PARITY 


While we’re on the subject of commodity prices which cannot be 
held down merely by price-control powers, I want to go back to a 
field I referred to earlier—food prices. 

We do not have the power to keep most farm prices from rising. 
The reason, of course, is the parity provision of the Defense Produc- 
tion Act, which prohibits our setting price ceilings on any farm 
commodities below the highest level of May 24—June 24, or parity, 
whichever is higher. Milk gets even more protection, under a 
special clause. 

Of the 177 farm commodities for which parity prices are computed, 
about 144 are selling at prices below parity levels. That means: 
We cannot put ceilings on them which would reflect current prices. 
It means they must be permitted to rise from 2 to 67 percent at the 
farm level before they could be stopped momentarily. 

I use the word momentarily because, as you know, parity prices 
change every month, and if they continue to rise—then those ceilings 
would have to rise each month with the parity level. 

If all of the farm commodities now selling below parity should 
suddenly go up to the parity levels of April 15—the level at which we 
could now control them—the cost of food at retail would be up about 
5 percent, adding about 2% billions to the consumers’ food costs. The 
Consumers Price Index would be up 1} to 2 percent. 

A 2-percent increase in that index would automatically mean about 
a 3-cents-an-hour pay pay increase to workers under escalator 
contracts, amounting to from 150 to 180 million dollars a year. And 
it would automatically create a demand for cost-of-living wage increases 
for everybody also. 

Now I want to make it clear that what I am outlining here is what 
could happen as a result of this provision of the act, not what neces- 
sarily will happen. For instance, I cannot conceive of anything 
which would push the price of potatoes up to present parity levels 
short of a much, much worse general inflation than we have now, or 
short of a complete potato failure. And the same goes for some of 
the other below-parity commodities in the list. 

Nevertheless, the fact remains that food prices generally can rise 
substantially over present levels and that we cannot stop them, due 
to this provision. And it is also true that if food prices did go up 
substantially, our whole stabilization program would be upset. 

Wages and other costs of production would go up; prices would go 
up; as a result the parity level would go up; as parity prices went up, 
ceiling prices on food, under this provision, would have to go up 
some more—and off we’d go again. You can see what we could have 
here—the nearest thing to perpetual motion. 

Well, what, if anything, should we do about this? 

We can look at it strictly from a price contro! standpoint—from a 
standpoint of putting into effect the lowest possible level of ceiling 
prices for food—and, looking at it from that standpoint only—giving 
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consideration to no other factor whatsoever—say, ‘Remove tt. Take 
it out of the act.” 

From an administrative standpoint, elimination of the parity clause 
from the act would remove a lot of our headaches in drafting regula- 
tions on food and other farm products. It would enable us, too, to 
keep those foodstuffs which are now relatively low in price from 
going up, regardless of what might happen in the economy. 
~ On the other hand, are there equities in this situation which must 
be considered over and above the narrow confines of the most efficient 
kind of price control? 

I think there are—at least right now. 

In a period of all-out war, the situation might be different. We 
are not in such a period, and we are going into this whole mobiliza- 
tion effort on the hope that by building our strength, we might 
avoid war. 

In a period of all-out war, stabilization gradually veers to aus- 
terity—as it should. 

But right now, and looking at it from more than the price control 
picture alone, I can see a lot of virtue in letting parity be a guide to 
price ceilings. I am willing to live with that. I am certainly willing 
to live with it long enough to give it a fair trial. I think there has 
been a lot of nonsense and a lot of deliberate distortion circulated 
about the parity concept as the cause of present prices of foods. I 
do not want to lend myself to those distortions. 

It is my firm conviction that if we can stabilize other prices, there 
will be no pell mell push on farm commodities now under parity. 
Stabilizing those other prices without fixed ceilings on foodstuffs is 
difficult, of course, but I’m willing to give it a try. 

The farmer will have to do his part by working hard and produc- 
ing big. Leaving the parity provision in the act should give him all 
the incentive he could possibly want. 

If it doesn’t work—if ever-higher food prices should follow, and 
if our whole stabilization program is threatened as a result—then I 
will certainly be back to see you again about food prices. 

In the meantime, however, we do need some minimum administra- 
tive machinery for preventing erratic fluctuations from month to 
month in ceilings on farm commodities as a result of the constant 
changes in parity prices resulting from the operation of the parity 
formula. 

“In the price support program, for example, the dollars-and-cents 
level of support for every commodity covered is set out at the beginning 
of the crop year or season. Once it is set, it does not change for the 
season, regardless of the month-to-month ups and downs of parity. 

The farmer knows under that system exactly what the support 
price will be, and he can plan and plant accordingly. 

This ie not referred to as ‘‘freezing parity” or anything of the sort. 
It is msrely a practical, workable, fair means of making the support 
program stable. 

That’s how Congress said it should be done in price support. Our 
proposal on this for price control is no more, and no less, than that. 

We want to be able to take a farm commodity and, based on parity 
levels at the start of the crop season, peg its ceiling price. And then 
have it stay there long enough to be a stable price in a stabilized 
economy. We want to do it on exactly the same basis as Congress 
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directed the Department of Agriculture to do it in administering the 
price-support program. 

It is a minimum tool if our food price ceilings are to be meaningful 
to the housewife when she gets into a grocery store to buy. Otherwise, 
the ceilings would have to change so frequently, prices would no sooner 
be posted than they would be out of date. 


OTHER PRICING TOOLS NEEDED 


In addition to some stability in the application of the parity require- 
ments of the Defense Production Act—enough stability to allow us to 
operate under it with some meaning given to our posted ceiling prices 
on foods—we need several other tools on the pricing level to keep 
inflation from breaking out ‘under the renewed pressures of defense 
spending. 

For one thing, we need stronger enforcement powers. 

Price control won’t work and can’t work if regulations are flouted. 
Most businessmen are honest, and most consumers are patriotic, but 
to expect normal honesty and normal patriotism to carry the burden of 
obtaining compliance with price control regulations by all sellers and 
all buyers is, it seems to me, overly optimistic. 

The biggest incentive we could give to the honest businessman to 
keep his prices in line with seilings is to demonstrate to him that the 
chiselers are not getting away with anything. The honest businessman 
doesn’t mind complying with fair regulations; but he does mind—and 
he has every right to mind—seeing his competitor down the street 
getting away consistently with overceiling prices and under-the- 
counter deals. 

We intend to go after the chiselers and hit them hard, with every- 
thing we’ve got. But to do the most effective job of enforcement, we 
need one additional important weapon—licensing authority—and 
some improvements in the penalty provision of the act dealing with 
damages. 

Virtually everyone who has had the job of trying to control prices 
during periods of emergency in this country—going back, certainly, 
as far as Herbert Hoover's food program in 1917—has recognized the 
power to license as the backbone of effective price control. 

It is the backbone of price control because it is the key to effective 
enforcement. 

Even in a period of all-out war, for instance in World War II, 
criminal penalties against violations were not as effective as they 
should have been. And fines, and even treble-damage judgments, 
were frequently regarded merely as “‘expenses”’ or ‘‘taxes’’ for making 
a continuing unlawful profit. 

But if a flagrant, continuous violator of the regulations knew he 
faced a possible suspension of his license to sell particular commodities, 
he wouldn’t be nearly so cavalier about it. In World War IT this was 
an extremely useful enforcement weapon for price control. We should 
have that weapon on the books now. 


DAMAGES 


_ As I said, the treble-damage penalty against violators is not by 
itself a complete defense against chiselers, but in the way it is now 
83473—51—pt. 118 
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written into the act, it is no defense at all against really big-time 
cheaters—big operators. 

The act carries a limitation of $10,000 in the size of damages which 
could be collected over and above the return of the actual amount of 
the overcharge. That means that a violator whose overcharge 
amounted to hundreds of thousands of dollars could be required to 
pay only the same $10,000 maximum penalty as one whose overcharge 
amounted to $3,333. 

You can see what that amounts to as an invitation to try to get away 
with really big pickings. The greater the degree of the crime, in this 
instance, the less the penalty acts as a deterrent. This limitation 
should be removed. 

That brings me to the last important change—other than some of a 
purely legal or administrative nature—which we are recommending in 
this act. 

SUBSIDIES 


Cost-of-living subsidies were used extensively during World War II 
as a device for holding down consumer prices. We are not asking for 
this type of subsidy for our present pricing program. 

The President stated in his message that if the cost of food should 
rise sufficiently to endanger our stabilization program, then consider- 
ation may have to be given to legislation authorizing the use of cost 
of living subsidies. 

In the meantime, however, the present Defense Production Act does 
provide subsidy authority on raw materials in connection primarily 
with the production and supply of scarce or important items needed in 
the mobilization program. 

These provisions of the act were written into the legislation before 
Congress added the price stabilization title. Consequently, they 
were not developed originally in the context of a price-control program. 
As a result, some changes are required to make them more adaptable 
to an interrelated production-stabilization program. 

The Economic Stabilization Agency does not have jurisdiction over 
the subsidy provisions of the act but we are vitally interested in 
operations under them because of the close relationship between the 
price structure and the availability of necessary defense items. 

Several amendments which have been proposed to the act to make 
the subsidy authority broader and more flexible have our complete 
endorsement and we are anxious to see them adopted. 

These amendments will make it possible for the Government 
agencies which do administer the subsidies to do a better job of carry- 
ing out the original objectives of Congress in this regard, and, at the 
same time, fitting their policy into the requirements of over-all price 
stabilization. 

We want to be able to prevent erratic increases in the price structure 
while bringing out vitally needed production and supply. The 
present subsidy powers of the act are useful in that regard—as far 
as they go. 

OUR WAGE STABILIZATION PROGRAM 


Simultaneously with the freezing of prices on January 26, we also 
froze wages, salaries, and other forms of compensation at the levels of 
the previous day. The act required simultaneous action, on the 
principle that you can’t keep prices down if wages are shooting up. 
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As in the case of the price freeze, the wage order was strictly an 
emergency measure. A solid freeze on wages as of any certain date is 
not a practical anti-inflation policy over any period of time. 

When you’re dealing with prices, you’re dealing generally with 
things. Wage control is different. Labor is not a commodity. 
You’re dealing there with one of the most fundamental relationships 
in our society—the relationship of a man to his job. You’re dealing 
there with people rather than with things. 

Under price control, business still retains a whole lot of economic 
initiative. It can be argued that under wage control the individual 
worker in our society also retains a similar degree of mobility and 
economic initiative, but as a practical fact it doesn’t work out that 
way. 

The individual worker on a wage or salary often places such immense 
importance on his seniority and job security that he is psychologically 
unable to take advantage of all of the mobility he might actually 
possess. 

Therefore, when you fix his wage, you are, for all practical purposes, 
fixing his income too. The opportunity to work longer hours—and 
thus add to his income—is not usually within his power to control. 
The only other way he can add to his fixed income is to change jobs— 
and that raises the big question of manpower stability for essential 
defense production. 

There are so many human aspects to this situation of wage control 
that set it off from price control problems that a special tailor-made 
approach must be made to wage stabilization. 

That’s why, when it came to setting up machinery for carrying out 
the provisions of the stabilization title of the act, the President created 
within ESA a tripartite Wage Stabilization Board of nine members— 
three each from labor, management, and the public. 

When the freeze order was issued, this Wage Stabilization Board 
was faced with an immediate policy determination. It. was this: 

Should wage rates agreed upon long before prices began to rise 
remain frozen indefinitely? In other words, a wage contract nego- 
tiated in February or March 1950, or perhaps much earlier than that, 
and still in effect on January 25, 1951—the freeze date—had held 
wage rates in that particular firm to pre-Korea levels. <A flat freeze 
would require that any new contract under negotiation would have 
to continue those same wage levels as ceilings. 

Yet other union contracts, negotiated in the latter part of 1950 
or up to January 25, had, by and large, obtained substantial wage 
concessions from management. So some workers would be earning 
wages reflecting post-Korea economic conditions; others would be 
earning wages based on pre-Korea conditions. Was that fair? 

The Board decided it was not. So it began working on a formula 
to remedy the situation. ; 

As a starter, a majority of the Board, with the three industry 
members dissenting, agreed to a 15-day grace period after January 26, 
during which new contracts could go into effect, providing they were 
agreed upon prior to January 26. 

Then it tackled the problem of establishing a formula governing 
contracts still in the negotiation stage and those which would come 
up for negotiation later. 
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It decided there should be a catch-up provision. But, when it 
came to setting the actual percentage to be permitted, it had these 
problems: 

1. How much of an increase should be allowed? 

2. Should it be from June 25 or from some other date? 

3. What about the so-called “fringe” benefits such as health and 
welfare and pension plans? Should they be figured into the allowable 
adjustment or permitted to be paid outside the formula? 

4. What about the cost-of-living escalator and annual productivity 
improvement clauses? 

A majority of the Board, with the three labor members dissenting, 
decided the base date should be January 15, 1950. It further set 
the ceiling on increases over that date in all new wage agreements at 
10 percent—including any cost-of-living excalator benefits already 
received and any new fringe benefits which may be negotiated. 

The Board majority which took this position indicated its intention 
of reviewing the 10-percent formula prior to July 1 in the light of 
any subsequent changes in the cost of living. And it announced it 
would continue studying the whole question of health and welfare 
and pension programs. 

The labor members of the Board nevertheless withdrew from it 
entirely, in protest over the decisions. 

I accepted the recommendations of the Board majority and issued 
them in regulation form, but, at the same time, urged immediate 
reconsideration and modification of some phases of it. 

The labor members, however, refused to return to the Board and 
so it could not function, and the modifications I suggested in the 
formula were not made. 

There were, as you know, many factors involved in labor’s with- 
drawal besides the disagreement over the terms of the catch-up 
formula. One of the most significant issues in their list of complaints 
was the fact that the Board had no clear-cut jurisdiction over disputes. 

Management took the position that other than settling disputes 
arising out of its own decisions, the Wage Stabilization Board should 
not get into this field. 

For the next 2 months, I worked day and night to try to bring 
harmony out of this discord, to get an agreement. 

I won’t review the step-by-step developments in that long stale- 
mate, because the important thing now is the fact that we do have a 
Wage Stabilization Board back in operation—that it has a definite 
assignment with respect to labor disputes—and that management, 
labor, and the public are jointly participating once again in the deter- 
mination of wage policy. 


STABILIZING WAGES DURING THE INTERIM PERIOD 


Before the original Board ceased operating, it adopted several im- 
portant policies which remained in effect thereafter. 

In order to prevent the general freeze on wages from completely 
disrupting the normal operation of wage and salary systems, the 
Board, in General Wage Regulation No. 5, provided for reasonable 
flexibility in day-to-day changes in internal wage matters, such as 
promotions, transfers, rating of new jobs, and merit and length-of- 
service increases. 
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It also removed from detailed administrative control by this 
Agency the wages and salaries of persons employed by State and 
local governments and by nonprofit institutions. 

And it also announced that increases required under mimimum- 
wage laws could be put into effect without prior approval from the 
Wage Stabilization Board. 

These decisions, and the one I mentioned earlier under which con- 
tracts negotiated before the freeze could be put into operation during 
the 15-day grace period afterward, established a policy pattern which 
I felt safe in extending somewhat in connection with several urgent 
problems which came up after the Board had ceased functioning. 

The most important of these, probably, involved the allowability 
of the cost-of-living escalator adjustments in contracts in existence or 
agreed to before January 25. Since there was no board to act on 
these matters, and since the Consumers Price Index had gone up 
enough to provide for automatic increases in these agreements, [ 
issued a regulation to continue escalation machinery until June 30. 

This was purely a temporary action to maintain an interim policy 
until a reconstituted Board could pass on the whole question of 
escalation. 

It was also necessary to have a definite policy on the so-called 
tandem situations where various groups of workers historically have 
their wages linked to other groups which set the pattern in the same 
plant or industry, and I issued a regulation permitting the completion 
of tandem adjustments in process at the time of the freeze. 

Other special problems which had to be dealt with in the absence 
of a board concerned the establishment of wage schedules for new 

lants—particularly in new defense plants where delays would be 
farmtal to the mobilization program. And so, once again, I issued 
an interim regulation. 

By and large, however, it is—as it was then—my sincere conviction 
that effective and fair wage-stabilization policy can best be developed 
by a tripartite board, within the limitations, of course, of the over-all 
stabilization program. 


WHAT WAGE STABILIZATION MUST DO 


At*the time I signed Wage Regulation No. 6—the regulation which 
prompted the labor members to withdraw from the Board—I pointed 
out in a letter to Cyrus S. Ching, Wage Stabilization Board Chairman, 
that— 

It is obvious that wage problems are too numerous and too different to try to 
cover with the blanket of one formula, or two, or six. <A step-by-step approach 
that recognizes these complexities is the better and fairer way to develop equitable 
and workable wage standards in balance with the whole objectives of economic 
stabilization. 

If we had a wage policy which was an arbitrary strait-jacket im- 
posed on the industrial economy, and which did not take into account 
the dynamic changes which are occurring all the time in our employ- 
ment force as well as in our economy as a whole, it would collapse of 
its own weight. 

There must be a clear-cut policy determination on the place of 
health and welfare and pension plans because these plans have been 
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assuming greater and greater importance each year in bargaining 
negotiations. 

And there must be a clear-cut policy, too, on hardship and inequity 
cases, for we have them with us all the time and we can’t settle them 
merely by shutting our eyes to them. 

There are many complex problems in wage stabilization which our 
new 18-member Board is facing up to. The Nation is fortunate in 
having at its service in this emergency outstanding men of the type on 
this Board—taking on a thankless but vitally necessary job in which 
every ounce of their patience and understanding will be required. We 
are fortunate in having as the Chairman of this Board Dr. George 
W. Taylor, one of America’s great authorities in this field. 


RENT CONTROL AND STABILIZATION 


In the preceding pages of this report, I have outlined our program 
in the Economic Stabilization Agency for stabilizing prices and wages. 
Rent control is not presently under the jurisdiction of this Agency +a 
under the proposed amendments to the Defense Production Act it 
would be placed under ESA. 

Since rent is a very important phase of the stabilization problem, 
we have been keeping an eye on this issue right along, and, in fact, at 
Defense Mobilizer Charles E. Wilson’s request, the Office of the 
Housing Expediter has been consulting us on all major policy matters 
in rent control. 

All of the rent-control laws which bave been passed since 1946 have 
been decontrol laws—speeding the day when rental housing would win 
its way back to a free market. 

Now we are back in the economic controls area again, but rent is 
the one major cost-of-living item which, generally speaking, is left 
free. Only 6,750,000 dwelling units were under the Federal Control 
Act of March 1, 1951, as against 16 million units at the peak of World 
War II control. 

More than 7,000,000 units were decontrolled in the preceding 2 
years. 

Now I think we all realize that rent stabilization is a vital part of 
economic stabilization. Rising rents can do more than any other 
single item with the possible exception of food to sprak demands for 
higher wages, and thus for higher prices. 

Let me cast this in a different way to point up the vacuum that the 
lack of effective rent control gives us in the stabilization picture. 

Suppose the price-control law had a provision in it that any com- 
modity which was not physically on the market on February 1, 1947, 
cannot be put under price control. 

Suppose it said further that, for those commodities which were on 
the market in February 1947 there could be price controls as long as 
the various cities of the country passed resolutions or ordinances per- 
mitting us to control prices in those cities. 

And suppose any State could enact a bill to eliminate Federal price 
control within its borders, 

We wouldn’t have much of a price-control program, you can be 
sure. 

Yet that’s the situation in rent control. From the standpoint of 
national economic stabilization, we have no effective rent-control law. 
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The steady relaxation of rent control since 1946 reflected a desire 
by Congress to give to the owners of rental property continuing hope 
that they, too, would soon be as free as the rest of the economy. 

Now, however, we are taking the rest of the economy—all of it— 
and putting it back under tight controls. But we are still operating 
under a rent-decontrol law—under which one says, in fact, that, once a 
locality is decontrolled, it cannot be pushed back under controls. 

Consequently, the vast majority of housing units in the Nation are 
not only now free of rent controls, but, under law, safe against the 
imposition or reimposition of any rent regulations. 

Briefly, that means 

1. That no matter how high rents go in those areas they cannot be 
pegged. And, in many areas, particularly around reactivated de- 
fense and military centers, they are soaring. 

2. Wage controls must be relaxed to provide for higher rents, if we 
are not going to be able to control rents. 

3. Higher wages inevitably mean higher prices and another round 
of dog-chasing-tail inflation. 

4. even if wages are allowed to go up enough to compensate for 
rent increases, in areas of congestion, of heavy recruitment of workers, 
and of expansion of military installations, unrestricted rent increases 
will cause not only personal hardship but a terrific turn-over of labor, 
a terriffic dislocation of production, a teriffic blow to morale. We've 
had signs of that already. 

Rent inflation will not even serve the purpose of spurring additional 
housing construction. Normally, it might, but in the coming period 
we'll be lucky to maintain any substantial part of the record-breaking 
housing boom we've had in recent years. The reason, of course, will 
be in the availability of materials. 

Obviously, if we are to have a completely rounded, completely in- 
tegrated, sensible economic stabilization program, rents must be 
included. 

We must also cover in commercial rents. Just as rent is a very 
important factor in the cost-of-living budget of the average worker, 
so it is also important in the merchant’s cost of doing business. 

You want us to hold down prices, and it is our determination to 
hold them down. You don’t want us to let the speculator get away 
with unconscionable price boosts resulting from his good fortune in 
owning scarce and vital goods. 

The fact is, gentlemen, that, if we’re going to stabilize, we’ve got 
to stabilize the costs of doing business as well as the prices charged 
by business. Commercial rents are major cost factors in doing busi- 
ness, particularly for hundreds of thousands of small-business enter- 
prises throughout the country. We should give them the safeguard 
of rent control. 

THE OUTLOOK 


Stabilization is a five-syllable word which means, simply, saving 
the American dollar. 

The dollar is in danger today for the same reason all of us are in 
danger—for the same reason that our Nation and our way of life are 
in danger: Communism is out to conquer and enslave the world. 

If communism can seize the free nations without war, it will do so. 
It will never stop trying. But communism learned in the past few 
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years that it’s no longer a push-over to infiltrate and demoralize 
nations which, with our help, have been getting back on their feet. 

So communism finally tried “a little’? war—in Korea. That was 
to be a push-over too—a weak little nation tasting its first bit of polit- 
ical freedom in generations. If Korea had fallen without anything 
more than some pious protests from the rest of the world, then there 
probably would have been a lot of other Koreas—a steady pattern of 
them—in rapid order. I think we all agree on that. 

We still don’t know how far the Communist world conspiracy will 
go to achieve its aims of conquest and enslavement. We can only 
hope the Communists will see the insanity of using war as their instru- 
ment. 

Each day, as we get stronger, the insanity of using war against us 
should be more obvious to them. The aggressor’s customary advan- 
tage of overwhelming strength against weakness will have disappeared. 

Without that advantage, will communism dare move anyhow? I 
doubt it. None of us can be sure, but I doubt it. 

But in the meantime, we must get safely through the dangerous 
days and months immediately ahead, while we translate our program 
from goods on order to strength in being. The sledgehammer blows 
that this program will deliver to our civilian economy can be sustained 
only through the help of strong controls to prevent inflation. 

Just as mobilization is our best insurance against war, so a sound 
dollar, in a stabilized American economy, is the best insurance we 
could have that our mobilization program will succeed. 

Let’s not let our insurance lapse. 

That means: Let’s not let our dollar go down without a fight. 

That concludes my prepared statement. 

Gentlemen, I would like to begin my summarization by saying that 
I think the next few years are the most momentous years that have 
ever been faced by civilized man. We may avoid another world war. 
We are making every effort to do so, but, should one occur, I think it 
will be the most cataclysmic affair that mankind has ever seen. 

We have built in this country a very high standard of living. We 
have been able to abolish poverty and starvation. We have universal 
education. We have a high degree of medication. We have been 
able to preserve liberty along with order and government. And I 
think that all of these would be washed away were we to get into 
war with the Soviet Union and lose that war. 

With modern means of communication and information and modern 
means of torture, I think that the Dark Ages would look like a flood- 
lighted Monday morning in comparison with what we would see then. 

It is against this background and on this stage that the Economic 
Stabilization Agency is operating. There is no question in my mind 
about the expansionist activities of the Soviet Union. This is nothing 
new. The old Russian Empire before was an expansionist govern- 
ment, dating back before even the days of Peter the Great, going from 
the small duchy of Moscovy, to its present size controlling a large 
amount of the land mass of Europe and Asia. 

When you combine that expansionist proclivity of the Soviet Union 
with a new atheistic, materialistic religion called communism, you 
have indeed a very formidable force. 

I think I know a little bit about that force. As you know, Mr. 
Chairman, and gentlemen, I have been in the Soviet Union. I went 
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over there in 1944 as a guest of the Soviet Union, was allowed to go 
any place I wished and spent between 8 and 9 weeks in the Soviet 
Union, traveling all the way from the Baltic to eastern Siberia, and 
from the northern wastes of the Arctic down to the central Asiatic 
Republics. 

I talked to Joseph Stalin for 3 hours and to most of the members of 
the Politburo. I repeated some of that trip approximately 2 years 
ago when I again had the opportunity of talking to members of the 
Politburo. 

In my opinion, there is no question about the expansionist activities 
and aims of the force that we face. I don’t know whether the Amer- 
ican people knew it or not, but certainly they did with the advent of 
Korea. Then we became convinced that we would have to mobilize. 
It was in that spirit that Congress passed the Defense Act of 1950. 
That Defense Act of 1950, I think, was a pretty unanimous opinion 
of Congress. As I recall, it passed the Senate by a voice vote and 
passed the House with very few exceptions. 

You wanted not only mobilization, but you wanted stabilization to 
protect the purchasing power of the American dollar—to protect the 
small consumers in America, to stabilize wages and prices—so that we 
a have not only a mobilized economy, but a stabilized economy as 
well. 

At this moment I would like to pay a tribute to Mr. Charles Wilson 
and the members of his staff who in my opinion, under peacetime con- 
ditions, have done a remarkable job in preparing for mobilization. It 
is the stabilization features that I wish to discuss with you this morn- 
ing. 

pros Korea, up to the moment, the cost of living has increased 
approximately 9 percent. This has not been, in my opinion, because 
of inflation. It has been primarily because of speculative buying and 
because of fear buying. 

I think most people recognized, at the time of Korea, that there 
might be another war and they wanted to have the things that might 
be short were another war to occur. Bonds were cashed, money was 
borrowed, things were purchased—not only by the consumer, but by 
the merchant as well—with the inevitable result that commercial 
credit went up. Since Korea, it has gone up 9% billion dollars, or 
about 20 percent. 

Consumer credit has gone up as well, about 17 percent. We tried 
the voluntary method of price control, which I believe the Congress 
wished to be tried. That was before I assumed office. Without 
going into the details of the results of that voluntary method, I can 
assure you that there was only approximately 6 percent compliance 
by businessmen under the voluntary system. 

Prices and wages were leapfrogging over each other to new heights. 
Forty-eight hours after I was sworn into this position as Administrator 
of Economic Stabilization, I thought it was necessary to freeze both 
wages and prices, and that was done. 

The freezing of wages and prices has prevented a material increase 
in both wages and prices since they were frozen on January 26. 

I want to give you my personal philosophy on controls. Personally, 
I am opposed to them. I don’t like them. I don’t think that you 
can substitute the opinion or judgment of a few men in Washington for 
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the multitude of entrepreneurial decisions that are made by millions 
and millions of Americans acoss this country every day. 

As much as I dislike controls, I realize there are times when we have 
to take medicine, even though we don’t like it. I think we are in one 
of those situations in which I believe it is essential that we take the 
medicine of controls. 

I do not feel, gentlemen, however, that controls will be effective 
over a protracted period of time, unless they are based upon the solid 
foundation of a sound fiscal policy, which means a balanced budget or 
nearly a balanced budget, sound anti-inflationary credit policies, 
increased savings, increased production and, under those mobilization 
programs, allocation of materials. 

Those things must be done, in my opinion, if we are eventually to 
control wages and prices and prevent inflation. 

Every time there is a 1-percent increase in the cost of living, it costs 
the American consumers about 2 billion dollars more for the goods and 
services that they buy. So if there has been an increase of 9 percent 
in the cost of living since Korea, or approximately that, it means that 
there has been an increase of approximately 18 billion dollars in the 
goods and services which the American people must buy during this 
period. 

This is a hidden tax, not voted by the Congress of the United 
States, by the representatives of the people; this is a hidden tax, 
imposed on the people of America. And every time the cost of living 
rises another 1 percent, there will be another 2 billion or more dollars 
in these hidden taxes imposed upon the American people. The hard- 
ships they impose on low income groups, the hardships they impose on 
fixed income groups, are too well known to you for me to reiterate at 
this time, but it isn’t only the consumer that has to pay more, it is 
also the Federal Government. 

You people are thoroughly familiar with the fact that items which 
the Defense Department has purchased since the beginning of the 
Korean War have tremendously increased in cost, some of them by 
relatively small amounts and some of them by prodigious amounts. 

I think you know the figures on some of them. For instance, 
army shoes that used to cost $5.92 before Korea are costing $10.71 
today. A Garand rifle, M1, which is the basic weapon of the infantry- 
man, cost $41 before Korea and $64 today. Certain types of ground 
cable essential for troops, for ground troops, have increased more than 
600 percent in price. . 

An antiaircraft gun that cost $160,000 before Korea, costs $250,000 
today, with the inevitable result that the taxes we pass—the taxes we 
passed last fall—have been eaten away with the increased cost to the 
military for the things which they buy. 

There is no question in my mind that we are going to rearm. I 
don’t think that that is a decision that has been made in Washington. 
I think that is the decision of 150 million American people who have 
come to the conclusion that you can’t fight communism or talk 
turkey to communism with a feather duster. There is only one thing 
which these people in the Kremlin respect and that is force, just any 
gangster, whether it be a domestic gangster or international gangster, 
respects only force. 

So I believe there is a determination on the part of the American 
people to rearm. And if we are going to rearm, stability is essential. 
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I could go into considerable detail on the problems that we have had 
in trying to achieve stability. In the freezing of prices it was obvious 
that there were many inequities in such a freeze. Mr. DiSalle has 
done an excellent job in trying to work out of the freeze into a more 
equitable position, allowing hardship in the equity cases to be taken 
care of and developing a system which is workable and enforceable. 
Eventually we will operate under the basic pricing formula, and then 
no industry can come in and ask for an industry-wide price increase, 
if that industry is in excess profits. 

It has been essential, also, to freeze wages. That, too, caused a 
good many inequities. I think you gentlemen are familiar with the 
fact that during the 13 months prior to the wage freeze, there had 
only been about 2 million nonagricultural workers who had received 
wage rate increases of 10 percent or more, and approximately 50 per- 
cent of nonagricultural workers during the previous 13 months received 
no wage rate increases. 

Where were the wage increases primarily, at least the larger ones? 
In those industries essential for defense—coal, steel, aluminum, motors, 
aircraft. 

I don’t think you can blame labor or management for seeking to 
get more money under the law of supply and demand. It simply is a 
fact that more money has been paid for these items and more money 
will be paid for them unless you can secure a degree of stability. With 
that in mind, I would like to discuss what this agency is attempting 
to do to secure stability in the economy. 

Frequently I think my job is somewhere between a traffic cop and 
nonskid bath mat. I am attempting to keep prices and wages from 
chasing after each other in the endless upward spiral of inflation; I am 
attempting to keep the purchasing power of the American dollar from 
slipping further. It is a good trick, if you can doit. It isn’t an easy 
job, I can assure you, but it is a job, however, that must be done. 

I am reminded somewhat in the job I have of the question that was 
asked Churchill. He was asked: ‘What is your favorite animal act?” 
He said he thought his favorite animal act was a little dog walking on 
its hind legs across a tightrope, holding a red apple in its front paws. 
The questioner said, “I didn’t know there was ever such an animal 
act,” and Churchill said, “T have never seen it, but it is a good trick 
if you can do it.” 

If we can stabilize this economy it is also a good trick, but I think 
we are on the road to doing it and I think we can doit. In the process 
of stabilizing it, all elements of the economy must be treated equitably 
and fairly. It is only natural for all segments of the economy to feel 
that they are the ones particularly abused, that the other segments of 
the economy are getting by with murder. 

The job I have is to attempt to see that all are treated equitably and 
fairly, and I shall attempt to do that to the best of my ability. In 
doing so, I think we must all recognize that there are no actual 
equalities in all of this process. For instance, the equalities of sac- 
rifice are not the same. I am sure that you all recognize that there 
are no controls on dying in Korea, that there is no parity for the mother 
who has lost her son, that there is no escalator clause for the young 
girl whose father doesn’t return from overseas. This is the background 
against which we are operating; this is the stage on which we have to 
try to bring aobut economic stabilization. These are the conditions 





200 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


under which we operate, conditions which are not of our own choosing, 
but which are of the choosing of someone else. : 

I have just completed a trip around the country. I got in early this 
morning from the Pacific coast. In the process of going around the 
country, I have talked to thousands of people. I have talked to the 
men from the skyscrapers and canyons of New York. I have talked to 
men on the cattle ranches of the West. I have talked to the small 
merchants in the small towns. I have talked to housewives. And 
I am of this definite opinion, that this is what the American people 
wish to do: They wish to preserve the freedoms of our country, 
which means not only personal freedom, but economic freedom as 
well. And I think it is impossible to preserve economic freedom or 
personal freedom unless we can achieve stability in our country. 

This, gentlemen, we are attempting to do, and this, gentlemen, with 
the help of God, we will do. 

The Cuarrman. Mr. Johnston, I think it has been demonstrated 
that people in the United States very unwillingly submit to controls or 
restraints unless they feel they are imperative. 

You feel that at the present time they realize the perils that con- 
front them? 

Mr. Jounston. I think most of the people do realize the perils that 
confront them. 

The CuarrMan. I think that that will largely be dependent upon 
the success of the bills we have introduced, whether or not they realize 
the conditions that exist in the world and the peril that confronts our 
institutions at the present time. 

Mr. Jounstron. I think, Mr. Chairman, they recognize the perils. 
I think that no one likes controls, for themselves. They want it for 
the other fellow. I think there is an inherent dislike of controls, as I 
have an inherent dislike of controls, but I think when you explain to 
the people of the country the necessity for controls on a rather short- 
time basis—and Mr. Chairman, I think we can get rid of controls 
within a couple of years—they will understand and cooperate in 
making them work. I can tell you why I think we can get rid of 
them soon if you wish me to go into the details with you. 

We are increasing production. Some thirty-odd percent of the 
amount that we are spending for defense is going into increasing 
production. We will have approximately 22 million more tons of 
steel capacity than at the peak of the war by the summer of 1953. 
We will have about 60 percent more aluminum capacity by the fall 
of 1953 than we had a year ago. 

We are working for an expansion of about 30 percent in electric- 
power capacity in the next 3 years, so forth and so on down the line, 
and I think that when we have increased production sufficiently, we 
can remove controls, because there will be enough being produced to 
satisfy the civilian economy and, at the same time, take care of the 
needs for mobilization, providing, of course, we do not have an all-out 
war in the process. 

I think if people realize that and understand it, that they will be 
perfectly willing to endure the temporary hardships—and they are not 
too hard, Mr. Chairman. Ours is not a choice between butter and 
guns. Ours is a choice of perhaps a little less butter, but we still 
have the jam very thick on our breakfast toast. We still haven’t 
even begun to scrape it off, nor will we have to, barring an all-out war. 
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The CuarrmMan. What has the increases in prices since Korea cost 
the United States in its defense effort? 

Mr. Jounston. I don’t know the exact figure, Mr. Chairman, but 
I would imagine that the increased costs that the United States has 

aid for the items which go into the mobilization effort since Korea 
avs been some place in the neighborhood of 9 or 10 billion dollars, but 
I am not sure of that figure, Mr. Chairman. 

The CHarrMan. You have made a very excellent statement. 

Any questions? 

Mr. Mutrer. Mr. Johnston, I would like to have you verify this 
for the record. You talked about the necesisty of all-out controls, 
and I am in entire agreement with you, but I would like to have you 
make clear that by all-out controls you mean covering every industry 
and every business in the Nation that in any way affects the defense 
effort and the over-all economy. Specifically I am referring to credit 
control. 

Is it your opinion that we must have credit control if the control 
program is to work? 

Mr. Jonnston. | think that it is absolutely essential that we have 
credit control. I think we have to have tighter and tougher credit 
controls than we now have. 

Mr. Mutrer. At this moment we have consumer-credit controls 
and real-estate controls. But we have no other credit controls; is that 
right? 

Mr. Jonnston. Oh, yes; we have some credit controls on our 
banking system. 

Mr. Muurer. Those the Federal Reserve Board may impose, but 
they are restricted by existing law. The limit of their reserve require- 
ments are restricted by law now. 

Mr. Jounston. Right, sir. 

Mr. Mutrer. Is it your proposal that authorization for credit 
restrictions also be increased, but not necessarily imposed, but the 
right to increase those credit restrictions, that they be authorized by 
law? 

Mr. Jounston. Yes, sir. 

Mr. Mutter. You refer on page 19 of your statement to statutory 
exemptions from the right to control. In setting forth those exemp- 
tions, which is under the law as it exists today, are you suggesting 
that some of those exemptions be removed from existing law? 

Mr. Jounston. No, Mr. Multer, not all of them. Some of them 
we are. The six items listed on page 19 are: ‘Prices or rentals for 
real property.”” We are suggesting, of course, that there be rent 
control, which we think is essential. 

Mr. Mutter. Taking it item by item, there you are urging rent 
control over dwellings as well as commercial properties? 

Mr. Jonnston. Correct. 

Mr. Mutter. Can you tell us what the average percentage of rent 
to cost of operation of the average commercial enterprise is? 

Mr. Jounston. To the average commercial enterprise? 

Mr. Mutrer. Yes. 

Mr. Jounston. I do not have the figures as to the average percent- 
age of rent to cost of operation for the average commercial enterprise. 

Mr. Woods, do you have those figures? 

Mr. Woops. Yes, sir. 
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Mr. Mutter. You will be prepared to give them when you testify, 
Mr. Woods? 

Mr. Woops. Yes. 

Mr. Mutrer. We will pass that for the time being. 

Mr. Jonnston. Next is “Rates or fees charged for professional 
services.”’ We have no desire to make any change in that, Mr. Multer. 

Mr. Mutter. Even though there might be some desire to change 
them, we found from past experience that it is practically impossible 
to regulate professional fees? 

Mr. Jonunston. There is no question about that, and we have no 
desire to attempt to try. 

Prices or rentals of materials furnished for publication, by any press 
association or feature service, books, magazines, periodicals, we have 
no desire to attempt to control that. 

Mr. Mutrer. You run into impairment of freedom of the press 
there. 

Mr. Jounston. That is right. 

Rates charged by any person in the business of selling or under- 
writing insurance. There again we have no desire. 

Mr. Muvrer. We have a specific law against regulating insurance 
premiums. 

Mr. Jounston. Fifth is “Rates charged by any common carrier or 
other public utility.”” Yes; we have requested that we be allowed to 
intervene in those instances where public utilities or public carriers 
are not under a regulatory body, as there are some that are not under 
regulatory bodies. 

I believe it was the feeling of Congress in exempting public utilities 
and common carriers that these items of service were under regulatory 
bodies. Unfortunately, there are some that are pot under regulatory 
bodies and we feel that we must be able to control those if they are 
not under a regulatory body. 

Mr. Deane. Right at that particular point, there is opposition 
from certain carriers saying that the Interstate Commerce Commis- 
sion will take care of that situation. 

Mr. Jounstron. If the ICC can, I believe that is all right, but I 
believe there is intrastate commerce that the interstate commission 
‘annot take care of and there are intrastate carriers where there is no 
regulation at the present time. 

There are intrastate gas and utility companies where there is no 
regulation and we feel that it would be a mistake to allow those to 
go unregulated, when the rest of the economy is regulated. 

Mr. Mutter. Those, of course, are just as much a part of the over- 
all cost as the cost of utilities of the interstate carriers? 

Mr. Jounston. Exactly, and they go into the cost of living just 
as much to the average consumer. 

Mr. Mu rer. In those instances where we have interstate com- 
merce control or other regulatory bodies controlling the utilities or 
the carriers, I think you suggest there that your agency be consulted 
before an increase is granted and that you be given an opportunity to 
be heard on the subject? 

Mr. Jounnston. Right. 

To continue with the exempted areas, sixth is the margin require- 
ments on any commodity exchange. We feel that there should be 
authority to control commodity speculation. We have so requested 
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in the bill that has been proposed. I think that that covers the six 
points, Mr. Multer, that are mentioned on page 19. 

Mr. Mutter. On page 21, Mr. Johnston, you refer to the failure 
of voluntary controls, when suggested by the President, and then 
the necessity of using compulsory control powers as given by the 
statute. 

Would you care to comment upon whether or not you probably 
have the same situation as to the voluntary control plan that is now 
being put into effect by the financial leaders of the country, the banks 
and the lending institutions? 

Mr. Jounston. I think you will get a better system of cooperation 
there than you did with the great mass of American business, because 
you have a more cohesive group. I think you have a group which 
are thoroughly cognizant of the problems involved. 

However, I am not too sure that you will get exact compliance 
even there on the voluntary basis. Before I would want to recom- 
mend that a compulsory method be used, I would, however, want to 
try for a period the voluntary method. 

Mr. Mutrer. I think we are all in agreement with you there, but 
I think the point we must urge—when I say ‘‘we’’ I mean you and 
I and others on this committee,—is that we must have the right to 
impose compulsory controls if voluntary controls do not work. 

A single lending institution, not a part of a Federal Reserve Sys- 
tem, could go out and float a one- or two-billion-dollar bond issue, 
and it would throw that voluntary plan out the window, would it not? 

Mr. Jounston. That is correct. Mr. Wilson has asked munici- 
palities and States to confer with him before floating bond issues of 
more than $1 million. 

Mr. Mutter. As of this moment, the Federal Government has no 
right to step in and tell any municipality or State, “you may not 
float a bond issue today, tomorrow or whenever you please.” 

Mr. Jounston. That is correct. 

Mr. Mutter. The same exists as to private industry. If any large 
company came along and wanted to float a private bond issue, we 
have no way of saying you can’t do that, nor have we any right to 
say to them under existing law what the terms of that shall be? 

Mr. Jounston. That is right. 

Mr. Muurer. I think that that covers my questions. 

Mr. Tauue. Mr. Chairman. 

The CuarrMan. Mr. Talle. 

Mr. Tauuz. Mr. Johnston, how important a you think the Pearl 
Harbor psychology was in getting enforcement of controls in World 
War II? 

Mr. Jounston. I think the psychology of actual war is a tremendous 
factor. Wedon’t have that psychology today, of course. That is one 
of the reasons why it is much more difficult today to secure stability 
that it was during World War II. We do not have the psychology 
of global war. 

In addition to that, our industrial machine was running at prac- 
tically full capacity even before we started to mobilize. You did not 
have large scale unemployment as we had in 1940 and 1941. We do 
not have idle plant capacity, with the inevitable result that it is more 
difficult—much more difficult, gentlemen—to effect stability today 
than it was during World War II. 
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Mr. Tatux. I quite agree with you and my correspondence bears it 
out. That is why I am wondering about how successful we can be in 
carrying out a program like this, if it is adopted. 

Thank you, Mr. Chairman. 

Mr. Cote. Mr. Johnston, [ am interested in the chain of command 
disclosed by the Defense Mobilization Organization pamphlet which I 
have in front of me. I see that your agency is placed above both the 
Office of Price Stabilization and the Wage Stabilization Board. 

Then it is your responsibility to determine that these two agencies 
are working together, to do a job to stabilize prices and wages? 

Mr. Jonnston. Yes. 

Mr. Cour. Do I understand that it is your responsibility, then, to 
pass upon regulations and orders issued by these two agencies? 

Mr. Jounston. I pass upon the policies that are followed by these 
agencies; the specific orders effectuating those policies I have not at- 
tempted to pass upon. I have felt that they were operating agencies 
under a semiautonomous basis, subject to policy review and policy 
direction and coordination of the activities of wages and prices. 

Mr. Cote. Those words bother me a little bit. I have never been 
in a Government agency, working in a Government agency. What I 
am interested in is, you say you pass upon policies. Does that policy, 
then, envision that if you believe one of the agencies has a regulation 
which will throw the stabilization program out of balance, that you 
have the right, authority and duty to overrule it? 

Mr. Jounston. Yes. 

Mr. Cote. That is true, both with the wage stabilization and the 
price stabilization? 

Mr. Jonnston. Yes. 

Mr. Cote. Do you envision the price and wage stabilization program 
as one which would attempt to stabilize the economy now rather than 
freeze it? 

Mr. Jonnston. Of course. What we need, of course, in stability is to 
get the maximum amount of production. You don’t get that by freez- 
ing the economy into a glacial pattern. You get it only by allowing 
the greatest degree of mobility within the economy and still have 
stability. 

Mr. Coxz. Then I take it that you agree with Mr. Wilson that as 
long as we do have a private enterprise system, in order for us to pro- 
duce here in America, we have the profit system, don’t we? 

Mr. Jonnston. Absolutely. We want to keep it, too. 

Mr. Coxe. I agree. Your policy of your agency is that we shall 
maintain a profit system? 

Mr. Jounston. Yes. 

Mr. Coir. Now GPR 22, which is manufacturers’ price regulation, 
providing for the roll-back of certain manufacturing prices, provides 
that machinery whereby a manufacturer may take into consideration 
the fact that he has had a rising cost and thus be able to operate at 
a profit, which I think is right and I assume you do, too? 

Mr. Jounston. Yes. 

Mr. Coie. Many of us, however, cannot understand a roll-back 
order which requires a producer to take the loss without any machinery 
provided for him to take into consideration his increased prices, and 
that is now in operation in the Office of Price Stabilization with respect 
to the beef cattle price roll-back. 
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Mr. Jounston. I don’t think that that is correct. 

Mr. Coue. I am willing to be corrected. 

Mr. Jounston. Beef cattle have gone up materially in price since 
Korea, which reflects, I assume, the increased costs, as well as probably 
increased margins of profit for the beef raisers. The actual adminis- 
tration of a roll-back on beef prices, of course, must be up to Mr. 
DiSalle. I approved that order. I still approve it. 

Mr. Coir. You don’t quite catch ‘my point. You know, Mr. 
Johnston, for the purpose of this question, I am not interested in 
whether or not the prices of beef are high or low. I am interested 
that the producer of beef be treated as fairly as the producer of other 
commodities. 

Now, why should they not be treated exactly the same? 

Mr. Jonunstron. For agricultural products, you have a formula 
which is the same idea as the manufacturers’ formula and it is called 
parity. Beef prices before the roll-back were about 150 percent of 
parity, even though parity itself has gone up since Korea, and parity 
takes into account the increased costs which the farmer must pay for 
the things that he needs to operate. 

The parity ratio went up from about 97 at the time of Korea, to 
about 109 today. It had been even higher. That is a pretty healthy 
increase. And while farm prices generally rose from 97 to 109 of 
parity, beef prices went up about 150 percent of parity. I see no 
inequity in that, Mr. Congressman. 

Mr. Coxe. You haven’t quite answered my question, in my judg- 
ment. 

You gave the manufacturer the right to list his increased costs and 
thus take advantage of them. The producer of beef has not been 
given the right to list his increased costs and thus take advantage of 
them. 

Now, as I see it, a purely simple question, parity or no parity. 

Mr. Jounston. Mr. Congressman, I thought I had answered your 
question and I will say again that farmers’ increased costs of operation 
are measured under a formula called parity. That applies to 177 agri- 
cultural products—and beef is an agricultural product. 

Mr. Coz. I understand many people look at parity and say, 
“Ah, that is a beautiful thing which the farmers have.’”’ But, Mr. 
Johnston, the farmer out there who is operating a cattle ranch or a 
small feeder, knows what he has. He sees the amount of money he is 
paying out and the amount of money that he receives, and the amount 
of money that he places in the bank and the amount of money that 
he has to spend. 

Leaving aside all the theories and philosophies of parity or non- 
parity, I am saying to you that what you have done and what you are 
now approving, what Mr. DiSalle has done and has approved, is to 
say to the manufacturer, ‘ You have a right to take into consideration 
all of the rising costs that have occurred since Korea.” But to the 
farmer, a producer of meat, “You have not that right.” 

To me, it is as simple as that. 

Mr. Jonnston. To me, Mr. Congressman—lI own a farm, I know a 
little bit about some of the farm problems—TI think I do, at least— 
and to me the parity formula is supposed to take care of those rising 
costs, just as a manufacturers’ formula is supposed to take care of the 
manufacturers’ rising costs. If it doesn’t do so, that is too bad, but 
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I think that agricultural costs in raising beef have been taken into 
account in the increase in the parity price which has occurred since 
Korea. I may be wrong, Mr. Congressman, but that-is my judgment. 

Mr. Tauue. Mr. Johnston, what do you say about a situation like 
this: A man who has a feed lot buys cattle from the ranges in Texas 
or Oklahoma or elsewhere. He pays for the cattle. Then he spends 
a good deal of money fattening the cattle, to produce corn-fed beef. 

In the meantime, there is a’roll-back, and he loses money. 

Mr. Jounston. I say the same thing, Mr. Congressman, that I do 
to the man who bought scrap metal at a high price and transported it 
to America. There was a roll-back and he had to sell it at a loss. I 
say the same thing that I do about the hide people, who bought hides 
abroad at a high price and transported them to America. There was 
a roll-back and they had to sell them at a loss. 

Mr. Tauue. Mr. Johnston, this is not international trade. This is 
trade that has gone on for generations. It is a standard operation and 
an old one. 

Mr. Jounston. | can say the same thing about people who buy 
scrap iron domestically and have had to take a roll-back and take a 
loss. That has happened many times. 

Mr. Coxe. The point, though, Mr. Johnston, is that you have set 
up machinery in one instance for the correction of that loss, and in 
the other instance you have not. That, to me, does not appear to be 
stabilization, justice, or equity. 

Mr. Jounston. Mr. Congressman, we have set up machinery to 
assure every segment of the meat industry a fair margin. In the 
one instance, the feeder who bought cattle after January at high 
prices probably might be hurt temporarily, but so is the man who buys 
any commodity and is intermediary in that commodity at the time 
of a roll-back, and that is true constantly. You can’t have the 
stabilization program without some toes being stepped on; it is 
utterly impossible. 

Mr. Coxe. All right. Certainly I agree. All I am saying is that 
machinery in one instance has been set up—and I am coming back to 
it—machinery in one instance has been set up to permit a profit, and 
in the other instance it has not. 

In my judgement, the lack of it, Mr. Johnston, is going to cause a 
shortage of beef, a shortage of steaks, a shortage of the things which the 
people of the country want. I am looking at it from a consumer’s 
point of view, as well as a producer’s point of view, 

I don’t think you can help the consumer by ignoring the producer. 
This order is going to be detrimental for the consumer in the end. 

Mr. Burrer. Mr. Cole, will you yield? 

Mr. Core. Yes. 

Mr. Burrerr. Parity on beef cattle, as I understand,. was fixed 
between 1909 and 1914. One of the large feeders in my territory 
tells me that most of the beef in that period was grown on Government 
land with free grass and cost about 3% cents a pound to produce. 
Obviously today’s conditions, as far as beef, are entirely different. 

Mr. Cour. Let me say this to you: The reason that this law is in 
effect is not because of that side of the aisle, it is because of this side 
of the aisle; not because of the Democratic side of the aisle, but 
because of the Republican side of the aisle. 

The CuatrMAN. What law are you talking of? 
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Mr. Cour. Title 4 of the price-control law. 

Mr. Muuter. You mean that your side sponsored price control? 

Mr. Cour. Absolutely. It is Mr. Kunkel’s bill and it is our 
responsibility, good or bad. 

Mr. Mutter. Let’s get together then and get a good control bill. 
If you are serious about it, let’s get a good control bill. 

Mr. Coxe. I am trying to, and if it isn’t going to be administered 
properly, then we are going to completely wipe it out, that is all. 

Mr. Mutter. Should it be controls over everything? 

Mr. Coxe. All right. I have the witness. 

Mr. Mutter. Let’s get together on our policy first, let’s unify our 
thinking policy, Mr. Cole. 

Mr. Coxe. Mr. Johnston, if I may return to a nonpolitical state- 
ment, we are tremendously interested that if price control can work 
in this economy, that consideration be given to all segments of the 
economy. When the order fixing the roll-back on beef was entered 
into, who, outside of the agencies, was taken into consideration, who 
was consulted? 

Mr. Jounston. You will have to ask that question of Mr. DiSalle, 
but I understand that a number of persons were. I suggest you ask 
that of him because he is the operating head of the price agency. 

Mr. Coxe. So far as your agency is concerned, there were no 
industry committees operating? 

Mr. Jounston. Yes, sir. 

Mr. Coie. They were from the lower level? 

Mr. Jounston. That is right. 

Mr. Co ur. Is it your idea that these committees, representing the 
industries and consumers and the workers should be considered and 
advised with, prior to the establishment of the order? 

Mr. Jonnston. It has been the policy to advise with industry 
committees and with the people affected as far as practical. There 
is no question about that. 

I also want to point out to you that the condition of the feeder will 
be corrected, of course, because he will pay lower prices for his cattle 
from now on. 

Any squeeze he undergoes by this order is a temporary situation. 
I recognize that beef is one of the most sensitive of all the agricultural 
products and there are 170-odd of them. I recognize that it is the 
great difficulty in this whole program, but I don’t think there has been 
any inequity up to this time. If there are inequities, of course they 
will be corrected, whether it is in a manufacturer’s formula or anything 
else. 

Mr. Cour. Well, I don’t share your optimism that they will be 
corrected, because from the President down, it is stated that this order 
has been approved and it is going to stand, irrespective of any com- 
ments to the contrary or any evidence to the contrary. 

That is the thing that I am objecting to personally, that the order is 
here, and the Commander in Chief has said, ‘“This is it,”’ and every- 
body shall fall into line and there shall be no dispute about it and that 
is the end of it. That is the thing I am complaining about, and | 
think I have a right to complain about it. I have an interest in this 
bill. I have an interest in this law, because I voted for it, because if it 
hadn’t been for me, it is doubtful if the law would have been enacted. 
I have an interest in it. 
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Before I take too much credit for that dubious honor, I want to say 
to you that I am talking now about the Republican side of this com- 
mittee. We are interested, if we do have price control, that it be fair 
and equitable and that the people ofthis country are treated fairly 
and equitably. 

Mr. Jounsron. I don’t think that that isa dubious honor. I think 
it speaks well for your intelligence and understanding of the American 
economy. 

Mr. Coxe. I am not sure whether it does or not. 

Mr. Jounston. I wanted you to know what my idea of it is. 

Mr. Coxe. Thank you, sir. 

I voted for price control during World War IT, but I had a disillu- 
sioning experience after that. You say that price control may be 

_ended in 2 years, but, Mr. Johnston, I fought my heart out, as well as 

a lot of other people here, after World War II to try to get rid of some 
of these controls, and time after time we were met with opposition 
from people who seemed to believe that we should never get rid of 
controls under any circumstances. That is why you find us on this 
side resisting and holding back and questioning when others say, 
“Well, let’s control everything.” 

That is what we are worried about. This is the question I want to 
ask you: 

In 2 years from now, will you come before this committee and say 
to us—-assuming that the war situation then is as it is now—will you 
come before this committee and fight for the removal of controls as 
you are today asking for the controls on the people? 

Mr. Jonnston. Mr. Congressman, I don’t know whether I will be 
here 2 years from today. 

Mr. Cote. I hope you are alive. 

Mr. Jounston. I don’t know whether anybody can hold this 
office 2 years. 

Mr. Cote. I am not asking you as an official, | am asking you as a 
man. 

Mr. Jonnston. As an individual, I would certainly come before 
this committee and it might be of interest to you to know, Mr. Con- 
gressman, that we are already thinking in this agency of means and 
methods of decontrolling. 

Mr. Coxe. I know you are. I know Mr. Charles Wilson is. I 
know there are many other people who are; but underneath you are 
many other people who are looking forward to the future of main- 
taining this bureaucracy in the Government from now on. 

Now, we need the help from people like you, we need the help 
from people like Wilson, we need the help from other people when we 
come to the point when we begin to fight these controls. 

That is what I am talking about. ‘That is why we get a litle upset 
about it. 

The CuHarrMANn. Who appointed these gentlemen in whom we have 
such great confidence, the administration? 

Mr. Cour. I presume so. 

The CuatrMan. This is no time for politics. 

Mr. Cote. No. 

The CHarrMAN. But when the Republican Party claims credit for 
any progressive legislation, it is because they have sabotaged one 

Mr. Cou. Oh, for heaven’s sake. The Republican Party believes 
in progressive legislation and liberty and freedom, but some of the 
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people in this country will take them away from us at the slightest 
provocation. 

Mr. Muvrer. Hear, hear. 

Mr. Cox». All right. 

_Mr. Burrexrt. Apropros of this 2-year proposition, one of the 
New York newspapers said yesterday OPS had just signed a 5-year 
lease on substantial quarters in Cleveland. 

Mr. Jounston. I don’t know anything about that, Mr. Congress- 
man, but I will look into it. 

(The following letter was submitted for the record by Mr. John- 
ston:) 

Economic STaBiLizATION AGENCY, 
Washington, D. C., May 31, 1951. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency of the House of Representatives, 
Room 1301, New House Office Building, Washington, D. C. 

Dear CHarrRMAN Spence: When I iestified before your committee on May 11 
and stated that I hoped we could dispense with direct controls in another 2 years 
or so, Congressman Buffett asked me how that statement fitted in with a news- 
paper report he had read that OPS had just signed a 5-year lease for quarters in 
Cleveland. 

As I indicated, I was not familiar with that incident, but I have looked into it 
and can report the following facts: 

Neither the Office of Price Stabilization nor the Economic Stabilization Agency 
enters into any leases for the acquisition of quarters. I am informed that our 
responsibilities in this matter are limited to making known our requirements for 
space to the Real Property Acquisition and Utilization Branch of the Public 

uildings Service of the General Services Administration. 

Mr. Paul V. Finegan, chief of that branch, has provided this office with the 
following information on the Cleveland situation: 

‘Many times, as part of our normal real-estate management operations and 
practices, we write firm term leases for an initial period of 5 years for Federal 
activities. Frequently the life of the original occupant may be limited by law 
to periods far short of 5 years’ time; however, in our studies conducted prior 
to the leasing, we try to guard against an overleasing in the community and also 
conflicts with our normal peacetime building programs so that changes may be 
made in the use of the property by Federal activities. As you will recall, under 
Reorganization Plan No. 18 of 1950, we have the responsibility within the United 
States for providing general-purpose space for all of the executive agencies except 
the Post Office Department. 

“A case in point with the thoughts expressed above is found in our leasing of 
the Stillman Building at 1109 Euclid Avenue, Cleveland, Ohio, where we leased 
the entire structure for a firm period of 5 years for initial occupancy by the 
Office of Price Stabilization. The building is centrally located and if the OPS 
should cease operating soon.or in less than the 5-year term of the lease, we have 
enough flexibility in our space picture in Cleveland to use the Stillman Building 
space to satisfy other space requirements.” 

I trust this clears up the seeming contradiction between my statement that 
we hope to end direct controls in another 2 years and the fact that quarters in 
Cleveland or elsewhere may have been leased by the Government on a 5-year 
basis for initial occupancy by OPS. 

Sincerely yours, 
Eric JOHNSTON, Administrator. 


The Cuatrman. Mr. Cole has been recognized. I don’t think the 
members have any authority to be recognized and then delegate their 
authority to other members without the recognition of the Chair. 
The rules of the House prevail. 

Mr. McDonoveu. You mean that applies to this side of the aisle or 
the other side of the aisle? It has been going on on the other side of 
the aisle all the time. 

Mr. Cotz. I am going to jump off on a different tangent, Mr. 
Johnston. I have been a little concerned about two or three witnesses 
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appearing before the committee, who were using phrases similar to 
this: “We are now in peacetime conditions, or quasi-peacetime 
conditions.” 

You have used the words “since Korea.” A witness the other day 
said something about nonwar conditions. Now we are in a war, 
aren’t we? 

Mr. Jounston. I don’t believe in camouflaging anything. Yes, I 
think we are. 

Mr. Corr. I wanted to bring that out because I am disturbed about 
the fac‘ that for some reason—I don’t know what it is—people are 
afraid to say, “By golly, we are in a war.” I think we ought to say 
that. I think it is psychologically right and I think we should. 

One other thing and then I will be through. I have a letter from 
home in which they tell me that young men who are in school are 
drawing $30 a day on Saturdays and Sundays as carpenters’ helpers 
at the DeSoto ordnance plant. I realize all of the things in connection 
with that. It is a munitions plant, it is for the war effort. That is 
one side. Then on the other side, I happen to notice in last night’s 
Washington Star in just seeing the display ads of clothing of reputable 
large department stores here, and I thought it was rather interesting 
what that young man could buy with 1 day’s wages here in Washington 
in clothing. So I decided to see if I could outfit him. 

I found that I could buy him an all-wool sharkskin suit, a tie, a belt, 
a pair of nylon hose, a dress shirt, and shorts and undershirt, and then 
I couldn’t quite get him shoed, I lacked $1.80 to buy the pair of shoes, 
so I let him buy a sport shirt in addition, a pair of pajamas. 

He had a little money left over and thought maybe he might buy a 
little cotton dress for his sister, which he did, and then wound up with 
a pair of baby’s shoes. His total bill was $29.65. 

That is an extreme circumstance, it is true, but extreme circum- 
stances appear in this country. The thing I am talking about is 
whether or not it is possible at all, with fairness, equity, and justice, 
to have stabilization of prices and wages with the best, most intelligent 
administration possible. 

Mr. Jounston. All you have are the choices between evils. That 
is frequently what life is. Let me give’ you the choice you would 
have if you did not have these wage controls. In the Office of Wage 
Stabilization at this time, there are over 1,200 cases in which manage- 
ment has joined with labor in requesting a wage increase, which 
breaks the ceiling. © 

Mr. Cour. That is correct. 

Mr. Jounston. And some of them break the ceiling by as much as 
27 certs an hour. 

Mr. Cote. I know that. That is correct. . 

Mr. Jounston. Many of these are in defense industries where 
contracts often are let upon a negotiated basis. Labor is tight because 
we have practically full employment and it will abet be even 
tigher as the year goes along. When we get into the third and fourth 
quarters of this year, and the first quarter of next year it will be even 
tighter. 

Gentlemen, as much as we dislike controls—and I heartily agree 
with everything you have said about the dislike of controls and I am 
sure everyone in this room agrees with that—as much as we dislike 
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them, there are times when it is essential in my opinion that they be 
imposed. 

Will they be 100 percent effective? That depends almost entirely 
upon the voluntary efforts of individuals in throwing sand bags into 
this dam that we fave erected against inflation. 

If the people of this country want it, yes, you will have effective 
stabilization, and it is up to us—you, Mr. Congressman, and all of us— 
to tell the American people of the necessity for this in their own self- 
interest. I have enough confidence in our form of government and 
in our people, Mr. Congressman, to feel that they are willing to make 
the sacrifices, they are willing to use the self-restraint which is essential 
if they understand the facts. 

Most of them are, that is, and then for those who are not, the 
minority, we must have controls. I don’t think the controls will be 
100 percent effective; they never are. That is the reason we have 
attorneys and prosecuting attorneys, and that is why we have to have 
a provision for prosecution under both wage and price stabilization, 
but I think they will be much more effective, Mr. Congressman, than 
if we didn’t have them. 

Mr. Coxe. If you want to help those people, and I know you do 
want to help those people to do a job necessary to do the things in 
this country to protect our boys in Korea and to mobilize, then | say 
to you that I think that you should do everything within your power 
to see to it that the people in this country are protected and given a 
fair, honest, opportunity to be treated alike and stabilize the economy 
and not have an order entered into and then say, ‘‘This is it and there 
will be no more discussion about it.”’ 

Mr. Jounston. Mr. Congressman, I want to assure you and all of 
the gentlemen on the committee that there is never any desire, I am 
sure, on the part of Mr. Wilson or myself or anyone under me to 
issue an order at any time and say that that order is sacrosanct, that 
it cannot be reviewed, that it cannot be looked at, because times 
change, conditions change. 

What we need is stability and in order to get stability we must 
get the maximum production. We may differ as to the orders, Mr. 
Congressman, but our job is not done in a spirit of finality, nor is it 
done in a spirit of ill will. 

Mr. Cour. Certainly not ill will. 

Mr. Jonnston. And not finality, Mr. Congressman. Nothing is 
final in our form of Government. 

Mr. Cour. And I think the Commander in Chief has issued these 
orders in last night’s release order, a respect order; final, the last 
word, anyone who disagrees with me is out. 

Mr. Jounston. I was not here last night. I was on the Pacific 
coast. But I did not interpret it that way, Mr. Congressman. 

The Cuarrman. Mr. Deane. 

Mr. Deane. Mr. Johnston, when you, Mr. Wilson, and Mr. DiSalle 
were named, many favorable statements were made commending your 
appointment. I follow by saying that Democrats and Republicans 
alike surely should be willing to write some form of legislation in these 
critical times. I see pressures beginning to develop. Mr. DiSalle, 
perhaps you are in a position to advise on these pressures. 

The American Farm Bureau, as I understand, is opposing the con- 
tinuance of controls. They seek the end of price controls. Is that 
true, to your knowledge? 
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Mr. Jounston. I have talked to some of the members, officers of 
the American Farm Bureau, who have told me that they felt that 
controls should end and that they would take that attitude. I think 
that this is an honest difference of opinion. The gentlemen that I 
know are very responsible and honest men, Mr. Congressman. We 
may differ on what should be done without impugning the motives of 
each other. 

I personally do not agree with the theory that controls should end. 
I have seen enough of the situation to recognize that these controls are 
necessary. I mentioned only one situation in labor and management 
in regard to wage increases, and I can assure you, Mr. Congressman, 
that the pressure brought on me during the past 3 months by manage- 
ment to break formulas on wage rates has been equally great, if not 
greater, than that on the part of labor, so, in other words, we have 
these pressures, Mr. Congressman, from others as well as the farm 
people who want to see the program from their particular light, 
the businessman from his particular light, and the laboring man from 
his particular light. 

I am not critical of that, Mr. Congressman. I couldn’t hold this 
job 5 minutes if I were. What my job is to try to do is to coordinate 
them and bring them into one focus so that we may have a stabilized 
program in the process. I know I am going to get a lot of dead cats 
thrown at me, and at the program. 

I said, when a certain company brought great pressure on me to 
break the wage rate, I said I knew I was going to be an umpire with 
pop bottles thrown at me, but I didn’t know when I called the man 
out on first, that the runner was going to say he was safe and the first 
baseman was going to say he was safe, too. That is a situation that 
undoubtedly will continue to exist. 

Mr. Deane. In other words, Democrats and Republicans join hands 
in an effort to bring about some type of legislation. What do you 
contemplate is going to happen to the wage earner and also the 
farmers and owners of a few head of cattle, say, 6 months from now? 

Mr. Jonnston. Mr. Congressman, I think if we are partisan about 
this, we are making a mistake. This is a nonpartisan issue. This is 
the issue of the survival of our country, and that can’t be partisan. 
It is not only survival domestically, but internationally. I don’t mean 
to talk too long on this, but the whole world is looking to us for 
stability; without stability here the whole world will be unstable in 
my opinion. 

I would even go as far as to say that the $40 billion which we have 
in one way or another given abroad, since the end of the Second 
World War would be wasted were we not able to secure stability at 
home. We consume large percentages of the raw materials of the 
world, well over 50 percent of the world’s nonferrous metals, 62 per- 
cent of the newsprint, and so forth. 

What we do here has a rrofound effect upon the world. The reason 
for the increase in rubber prices abroad, and tin prices, has been 
American buying of those items. When those prices go up in the 
foreign countries, our own friends, our allies abroad are unable to buy 
them. When we have inflationary movements here, there are infla- 
tionary movements elsewhere in the world, and if there is one thing 
that the people of these other countries fear, probably even worse than 
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war itself, it is the specter of inflation sticking its filching fingers into 
the purse of every man, woman, and child abroad. 

We can lose our friends abroad if we are not stable at home. Gentle- 
men, this isn’t only a matter of being stable in America, world stability 
is involved as well. It isn’t only a question of being stable at home or 
of what somebody gets for beef cattle out on the range, it is the very 
preservation of democracy itself that is at stake. I think the Ameri- 
can people must understand that. 

The CHairmMan. Will the gentleman yield? 

Mr. Deane. I do. 

The CHarrMAN. I want it understood that I have no intent of 
injecting any political issues into this. I think it is far broader than 
that. What I said was merely said in rebuttal. 

a ae Jounston. Mr. Chairman, I didn’t want to insinuate that you 
id. 

The CHarrMAN. What I said was merely said in rebuttal to what 
the gentleman on the other side said. 

Mr. Cougs. Oh, Mr. Chairman. 

The Cuarrman. I think that the entire cooperation of the American 
people is essential. I think that was shown in prohibition days. You 
cannot enforce a law that the people will not submit to, and I hope 
they will submit to this, I hope both sides will use every effort to 
bring unity to the American people, which is so essential. 

Mr. Coxe. Mr. Chairman, we agree that there should be a united 
common front to face a common enemy. We do not agree that dis- 
agreement is not proper. I think disagreement is very proper. The 
difficulty is that we find that quite often the majority side insists that 
we be unified with their opinion and not have an opportunity for our 
own opinion. 

Mr. Mutter. Mr. Chairman, will the gentleman yield? That has 
never been our position. 

Mr. Corr. No, not on this committee. I want to say not on this 
committee. 

Mr. Mutter. And I don’t think it has been the position on the 
floor, either. We have always given the Republicans credit for being 
as good Americans as we are, and we think the Republicans ought to 
return the compliment and let’s attack this thing on the merits of the 
problem, regardless of who is administering the program. 

Mr. Deane. I want to say, Mr. Johnston, that I, as a member of 
this committee, appreciate the difficult task that you face. I hope 
that you will follow through on the same program that you have 
started, treating no one with partiality, and I hope that this committee 
can bring forward a bill that will at least be, in some respect, suitable 
to the emergencies that we face. 

Mr. Jonnstron. Thank you. 

Mr. McDonoven. Mr. Johnston, the bill you are now operating 
under is a selective bill insofar as the application of controls is con- 
cerned? 

Mr. Jonnsron. Yes. 

Mr. McDonovenu. Wouldn’t you prefer a bill that was not selec- 
tive, that would have determined the issue in the beginning when we 
were attempting to go about the production of defense and controls of 
inflation? 

Mr. Jounston. I don’t quite understand what you mean. 
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Mr. McDonoveu. You have a selective bill now. Your difficulties 
are largely because it is a selective bill. In other words, you select 
one commodity and you establish a price. You select a certain group 
of labor and you establish a wage. If you had had a bill that would 
have removed the selectivity and given you authority to apply to all 
commodities of services, wouldn’t a lot of your troubles be less than 
they are today? 

Mr. Jounstron. I don’t think so, Mr. McDonough. I think the 
bill we would like to operate under is the bill that we have proposed to 
you. It has some changes from the old bill and the reason it cannot, 
in my opinion, be blanket or static is because this is not a static 
economy. It isa dynamic economy. It is constantly changing, con- 
stantly shifting, new faces, new ideas, new pictures, and new circum- 
stances are entering into it and there must be the flexibility in the 
economy to get the maximum production. Because of that, we have 
been working diligently to thaw out the flat freeze of January 26 into 
a multitude of tailored regulations. 

What we need more than anything else, outside of unity in the 
country, is production, and in order to get the maximum production, 
we must have the greatest degree of flexibility I believe that we can 
operate successfully under the bill we have proposed. I think we 
can operate successfully and achieve stability. If we can’t, I assure 
you—and I know you well—that I will be the first fellow. to come 
here and tell you so, and to come to this committee and tell you so, 
and request additional legislation, but I think we can operate under 
this bill and I think we can operate successfully under it. 

Mr. McDonoveu. Of course, that is your reputation and your 
disposition, having known you as long as I have, but the question and 
the original purpose of the Congress to establish a control of inflation 
was to freeze prices at the pre-Korean level and that was defeated. 

Now, on the Democratic side we hear from many of the members of 
this committee that we should have an all-out control, there shouldn’t 
be any question, it should be.applied to all services and all commodities 
alike, and we are developing that in the amendments of this bill. 

Of course, since we have the Defense Production Act that we did 
pass and are now attempting to amend it, that is the structure on 
which we are building. That was the purpose that Mr. Cole men- 
tioned a moment ago of Mr. Kunkel, which the Congress didn’t 
accept, not even the Democratic side would accept. They gave 
selective controls, which, in my opinion, has given the executive 
branch of the Government the right to say, ‘‘ Well, we will look at this 
situation today and see what that is.”’ 

You picked beef cattle the other day. You picked automobiles. 
I notice—and I think you perhaps have a very justifiable reason for 
your recent order to allow a 10 percent excess in the wage rate of the 
railway employees. There may be unusual circumstances under which 
they have to operate and for that reason you exeeeded the wage scale. 

In that respect, have you found that there are pressures being ap- 
plied in using that formula to apply to other wage groups in the 
country, as a result of giving the increase to railway employees? 

Mr. Jounston. If you don’t mind, I would like to take a few 
minutes to explain that railway case to you. The railroad industry 
is a peculiar industry. It operates, as you know, under a Federal law 
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regarding labor relations. It must go through a rail labor board for 
approval. Sometimes it takes as much as a vear or more. 

Mr. McDonovuau. Under the railway labor act? 

Mr. Jounston. Yes. Sometimes it takes as much as a year or 
more for these cases to go through. There also is a pattern in the 
industry, which is established by one group and that becomes pretty 
much of a fixed pattern for other groups in the industry, and that has 
been true for many, many years. This pattern runs through the 
industry. 

Last fall, the switchmen, and one other group, the vardmen, received 
wage increases and escalator clauses in their contracts. I think that it 
is only natural to assume that those wages increases by the previous 
patterns would have gone through the entire industry, but unfortu- 
nately, under the operation of the railroad labor law, these other seg- 
ments of the industry were held up from coming in and negotiating 
and completing those negotiations until after the price-wage freeze. 
That was complicated by the fact that certain switchmen walked off, 
as you remember, had their holiday, so to speak, or their illness, 
sickness. That was complicated by the fact that the railroads were 
under Government operation and that all of these wage increases were 
negotiated in the White House with White House approval. When 
the adjustments for this particular group of nonoperating railroad 
people came due, the Army ordered a wage increase of 6 cents an hour, 
which was the amount payable under their escalator clause which 
went into effect April 1. This increase broke the wage increase 
ceiling by 3% cents an hour. 

As you probably remember, I requested the Army not to put that 
increase into effect. The Army felt that the railroads were under 
their operation and they had a right to put it into effect. A ruling 
was secured from the Attorney General that the Army did not have 
that authority without my approval and I declined to approve it. 

It was then requested that a fact-finding board be appointed to 
determine the facts in the case and I appointed such a board, consist- 
ing of three eminently qualified gentlemen in this field. They came 
back with a recommendation, with a long recommendation, which 
would take you three quarters of an hour to read. It was highly 
technical, but I think there was no question that to have denied the 
nonoperating unions the increase under their escalator clause, would 
have been completely unfair—increases which other unions in the 
industry had already received and which had been denied in this case 
only because of the operation of the law, itself, and only because of the 
fact that the railroads were in governmental hands, 90 percent of them, 
and were being operated as such. It would have been completely 
unfair to have denied those 1 million workers the same increase that 
the others received, and so I approved a wage increase of 6 cents, 
which broke the ceiling by 3% cents an hour. 

I have not received personally any requests from any other unions 
up to this time to make an exception of their case because of this 
particular instance. This is a highly complicated and unusual circum- 
stance in my opinion. Nor do I think that there is any similar case 
before me or among the twelve-hundred-odd cases that are before 
the Wage Stabilization Board. 

I do not think that there are any other cases which present, as far 
as I know, similar problems. 
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Each one of these cases will be gone into. The law that you gentle- 
men passed says that hardships and inequities must be taken care of 
and certainly I think the nonoperating railroad case involved an 
inequity in view of the circumstances in the industry as a whole. 

There may be other inequities in the wage field. The reason that 
the Wage Stabilization Board passed a 10-percent formula was to 
take care of the inequities for those who had not received any pay 
increase during the past year. In other words, it was unfair, we all 
felt, for employees in certain industries, because of their peculiar 
positions, to receive very large wage increases while others receive 
none at all. 

I said that only about 2% million workers had received pay rate 
increases of 10 percent or more from January 15, 1950, to the day of 
the wage freeze on January 26, 1951. 

Some of those had received more than 20 percent wage increase. 
Some had received 22 percent. Others—there is one industry that 
received 30 percent during this period. 

Mr. McDonovuenr. You mean previous? 

Mr. Jounston. Previous to the freeze. In the year previous there 
was a crazy-quilt pattern which was out of all focus because of the 
war and mobilization effort. One industry had received as much as 
a 30-percent wage increase; coal got 22; many had received from 10 
to 20; then down below 10 percent there were some groups who 
received 8, 9, 7, 6, 5, 4, 3. But the important fact is that more than 
50 percent of all nonagricultural workers received no increases during 
that period. 

That was completely unfair. To try to arrive at a basis which 
takes into account the increased cost of living that had occurred dur- 
ing this period and to arrive at an equitable relationship between all 
wage groups, the Wage Stabilization Board put out its 10 percent 
formula. 

Mr. McDonoveu. I appreciate that very comprehensive explana- 
tion. I didn’t ask for it. 

Mr. Jonnston. Maybe I talked too long. 

Mr. McDonoven. Not at all. I am glad to have all the facts. I 
think they are entitled to the increase that you granted them. The 
thing that I was concerned about is what effect it would have on 
other groups to ask and to use that as a formula to increase their 
wages unjustifiably. 

Mr. Jounston. Mr. McDonough, every group will try to increase 
its wages, just as every other group will try to increase its prices, 
profits, or something else. That is only human nature, and my job, 
the unpleasant job of sitting here and denying it, is sitting on the 
lid and saying, “This you shall not do and this you may do if it is 
inequitable and unjust.” It is not an enviable position. Maybe 
others could do it much better than I. I will do it to the best of my 
ability. 

Mr. McDonoven. Did you find in making your study there was 
any previous commitment on the part of the White House in the wage 
negotiations that further justify the increase for the nonoperating 
employees? 

Mr. Jonnston. Any commitment that the White House may or 
may not have made? I did not try to go into that. But any commit- 
ment they may or may not have made had no iota of influence on me 
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in making my decision. I made the decision I did because I felt it 
was the fair and honest thing to do. 

Mr. McDonoveu. Have you had much complaint from small 
business about the fact that they haven’t had their fair share of 
defense orders? 

Mr. Jonnston. Yes, Mr. McDonough, I have. 

Mr. McDonoveu. What is being done to adjust that? That 
complaint is increasing to such proportions that I think something 
ought to be done. 

Mr. Jounston. That is out of my department. That is under 
os Gibson, who is acting administrator in that branch, under Mr. 
Wilson. 

As you know, under Mr. Wilson are the two branches, Defense 
Production and Economic Stabilization. I do not have anything to do 
with the former, except that I do know this: I assume that you have 
asked this of Mr. Wilson and will ask it of the others who follow me 
who are in that field, that every effort is being made to try to help 
small business under circumstances which are extremely difficult. 

I am a small-business man myself, as you know. I recognize the 
difficulties under which we operate, but we must try to find a solution. 
In my opinion—now, I am speaking only as one individual who has no 
authority in this field at all—but I am sure that Mr. Wilson feels 
that every effort must be made to find a solution to an extremely 
difficult problem and to see that small business receives its fair share 
of the orders, that it has an equal opportunity to grow in the sun as 
well as everyone else. 

Mr. McDonoveu. In reference to rent stabilization—we have 
changed the title now. It was rent control. This bill provides for 
rent stabilization. That is a service to the public. It is considered 
part of the cost of living and in many other commodities we are 
providing subsidies. Now, in the event that the amount of rent 
that is frozen for a property owner—and it is not sufficient to take 
care of his taxes, his maintenance, and his other costs, and he has 
the same justifiable argument that other manufacturers of com- 
modities and production of agricultural products would have in 
asking for subsidy, do you think that there should be any provision 
made for subsidizing property owners to meet the difference in the 
cost of maintaining their property on a frozen rent rate? 

Mr. Jounston. Mr. McDonough, I don’t like subsidies. 

Mr. McDonovau. I know that. 

Mr. Jounston. I don’t like them in any form, shape, or manner. 
We have some in this bill because we think we need them. We have 
not asked for consumer subsidies nor have we asked for rent subsidies. 
I think that rents in most instances can be adjusted to a point where 
where there is fairness to the property owner, as well as stability for 
the tenant, whether it be commercial rent or whether it be residential 
rent. 

I personally would not want to request subsidies for rents at this 
time. 

Mr. McDonoveu. That is all, Mr. Chairman. 

Mr. Boxing. Mr. Jonnston, I was very much impressed by reading 
that portion of your statement which starts at page 7 and runs through 
to page 14. 
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You have covered a good many of these points as to stability. I 
take it from what you said in your summary and the fuller statement 
here, that the real threat of inflation lies in front of us rather than 
behind us. 

Mr. Jounston. That is right. 

Mr. Boturnc. And you analyzed, I think, very soundly in six 
points what those threats are. I am particularly impressed by that 
sixth point, the psychology of stabilization, and while you have covered 
it, I think with great effect otherwise, 1 wonder if it would meet with 
the approval of the committee if Mr. Johnston read that sixth point 
on page 13. 

Mr. JounsTon (reading): 

The climate for effective stabilization does not yet exist in the economy. 

The continuing abundance of things to buy, the relative well-being of most of 
our people, the down-turns in some prices resulting from excessive inventory 
accumulations, all have led to a false, hypnotic sense of complacency about the 
seriousness of our economic danger. The emergency cannot be seen and felt. 
Therefore, to many, it does not appear to exist at all. 

We see the evidence of this in the attitudes of all of those groups directly affected 
by stabilization policies. Each element in the economy sincerely wants—and 
demands—stabilization, but each wants the other fellow to toe the line first. 
Each wants freedom to jockey around for position until all the other starters 


are lined up at the barrier. 
Management wants costs, including wages, held under tight controls as a prel- 


ude to controlling prices. 

Labor wants firm price controls as a prelude to any kind of wage controls. 

Agriculture wants industrial prices held down, thus holding down wages, too, 
as a prelude to farm commodity controls. 

What we need are a few strains of the Star Spangled Banner as a warning to the 
brass, the strings and the woodwinds on this orchestra to get in tune and start 
off on the same beat at the same time. 

No one element in this economy of ours, I am sorry to say, is so far completely 
aware of its own responsibilities and obligations to stabilization. 

As long as that psychology persists, stabilization will continue to be a free-for- 
all instead of a team job. 

Mr. Bouuinc. The underlying point in that statement, as I under- 
stand it, is regardless of the type of law we pass we will not have 
effective stabilization unless we have a greater understanding on the 
part of all groups, that there must be a common sacrifice to achieve a 
common goal? 

Mr. Jounston. Right, sir. 

Mr. Bouurne. Then, turning from that, which is the underlying 
point, you feel then that the specific elements contained in this bill, 
this proposed bill, are each and all necessary if we are to be able to 
implement what we hope will be a changed psychology on the part 
of all the people? 

Mr. Jonnston. Yes, Mr. Bolling, I think that all of these tools are 
essential, if we are going to achieve stability. If you don’t mind, I 
would just like to take the time of the committee just for a few mo- 
ments to tell you of the inflationary pressures that lie ahead, if you 
have not already been told them. 

I have been away and so I don’t know what you have been told but 
you have had a balanced budget up to this time, in fact, you will 
have a cash surplus position at the end of this fiscal year, as you 
gentlemen well know. I said in my statement at the beginning, 
that the inflation up to this time has been primarily scare-buying and 
speculation, a lot of it on borrowed money. 
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This chart, right back of me, will show the increase in commercial 
bank loans, nonfarm mortgage debt and consumer installment debt 
since January 1950. It shows a tremendous increase in those items. 
We have large inventories. Inventories are, I believe, at practically 
an all-time high. 

As a businessman I would be very fearful of the inventories we now 
have, were | not familiar with the defense effort that lies ahead; 
were I not familiar with the scarcities of materials, the allocation of 
those materials, that will take place in the second and third and fourth 
quarters of this year. 

By the fourth quarter of this year, we will be spending at the rate 
of about $50 billion a year on the hardware of war. We will be spend- 
ing at the annual rate of about $50 billion a year. We were letting 
contracts last spring and early summer at the rate of about $600,000,- 
000 a month. Now, we are letting contracts at the rate of better 
than $1 billion a week, almost $5 billion a month. It takes time, 
after letting these contracts, to build plants, equipment and _ tools 
for the new production, and the materials have not been chewed up 
yet as they will be chewed up in the third and fourth quarters of this 
year and the first and second and third quarters of next year. 

We will have a national income that will be very much larger next 
year than this year. I think in the first quarter of next year our 
national income will be running at the rate of about $37 billion more 
annually than at the first quarter of this year, and we will have fewer 
goods and services on which to spend that additional $374 billion. 

I would like to take some time a few minutes later to show you 
some of these charts that we have here on the inflationary pressures 
that lie ahead. All I can say to you gentlemen—and I say it with 
complete sincerity—is that in my honest opinion ‘you ain’t seen 
nothing yet,’’ insofar as the inflationary pressures are concerned. 

Now, what to do about it: If you allowed these pressures to accumu- 
late, if you allowed them to run away, I don’t think that the Congress 
could pass tax bills fast enough to balance the budget, because the 
things you will purchase for defense would not cost you just $50 
billion at an annual rate—I don’t know exactly what they would 
cost and neither does anyone in this room but they would cost prob- 
ably 75, 80, 95, or 100 billion dollars. I know you could not pass 
tax bills fast enough to balance the budget under those circumstances. 

We have committed ourselves to this rearmament program; we have 
committed ourselves to it because we feel in deadly danger as a result 
of the conditions in the world. 

I said to the members of the committee, gentlemen, before some of 
you arrived, that I think Russia is in an expansionist mood, that she 
knocks on every door. If she finds it open, she goes in. Or she 
kicks in the door and she goes in. We are trying to protect the free- 
dom, not only in the United States but in the world itself. I think 
that it is essential that we rearm because there is only one thing that 
the international gangster respects and that is force. We have got 
to have force, gentlemen; we are going to have to rearm. There is 
no alternative for us but to rearm, I think that we have no other 
alternative. 

I personally think that. If there is no other alternative for us but 
to rearm, then we must have stability at home so that we can rearm. 











220 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


I can imagine nothing that Uncle Joe Stailin would like more than to 
have such a degree of inflation in America that it would destroy our 
economic soundness. We must not allow that soundness to be 
destroyed. 

I know it is not going to be easy to achieve this economic stability. 
If any of you had held my job for the last 3 months, you would know 
it isn’t easy. It is extremely difficult and it requires understanding 
on the part of the people. You gentlemen in this room, as representa- 
tives of the people, have a tremendous responsibility, also, to help 
lead the people of America to recognize the duties and obligations and 
responsibilities that they owe to themselves and to the other people 
of this country. 

I think we can do it. We must try to do it, and I believe with this 
bill that we have suggested to you that we can do it. If we can’t, 
we will certainly come back to you for more assistance. We must 
protect the dollar and its purchasing power. In my opinion, it is 
just as important that we do that as that we do almost anything else. 

Mr. Boxturna. If it meets with the committee’s approval, I see no 
reason why Mr. Johnston should pot show us the charts now. 

Mr. Patrman. I would like to ask a question before he starts off, 

On page 16 of your statement, Mr. Johnston, although I have not 
read the statement—and I will read it with interest, I know your 
statements are always good and this one will be no different—there 
you state, at the top of page 16 as to a tax bill necessary to balance 
the budget. 

I think we should balance it for future years as well as this year. 
The credit policy is one I want to ask you a question about: 

You state: 

Where credit is necessary to achieve increases in production, then it should 
be encouraged. But credit which merely allows more people—and more busi- 
nesses—to bid for a tightening supply of goods or materials adds no new output 
to the economy and merely pushes prices up higher. 

Today cars are being cut back. I am just mentioning one of the 
durable goods. It has not yet come to a critical supply situation in 
the country but you have the grasping credit controls on the sale of 
automobiles. 

Suppose the cars are not in tight supply, they are in plentiful supply. 

Meat, bread, sugar, and coffee are in tight supply. 

Don’t you think that you add to that competition and force the 
prices higher in the most essential lines like those food items that I 
have mentioned, when you make it hard for people to buy those 
things in plentiful supply like automobiles? 

In other words, they would use that money in automobiles if they 
were allowed the privilege of doing so, if the requirements were not 
too strict, but now they are not permitted to do that but they have 
this money and they go out in competition with people in the purchase 
of the most necessary items. 

Mr. Jounston. Mr. Patman, I would agree with you, if I thought 
that the plethora of cars was a permanent condition. I do not 
think so. 

Mr. Parman. I am not talking about the future. I am talking 
about right now. 

Mr. Jounston. I think we have to talk about the next 6 months. 
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Mr. Parman. We will look into the future, too, but as long as that 
situation develops, would it be better for those restrictions to be 
removed on items where they are in plentiful supply and let that 
purchasing power be soaked up, you might say, in the purchase of 
those items, rather than to let it remain loose and in competition with 
people to buy the most necessary items? 

Mr. Jonnston. Mr. Patman, you always have the problem of raw 
materials. If those raw materials are very tight, in other words, if 
black markets in some materials are being created merely because 
they are making automobiles, but they could make something else 
with the metals involved, by loosening credit policies, you don’t ease 
the inflationary pressures. You merely accelerate those pressures, in 
my humble opinion. 

Mr. Parman. If you don’t mind, will you confine your answer to 
my question. 

Here is a case where we have plenty and people would use that 
money and buy automobiles if they could but they can’t now. The 
requirements are rigid. They can’t use it for that. Therefore they 
use it in competition with people in the lowest income brackets who 
are buying meat, bread, coffee and sugar and they run the prices of 
those items up. Don’t you think that that should be considered in 
this? : 

Mr. Jounnston. It is always being considered but let me assure you 
that in automobiles, answering specifically your question, if the auto- 
mobiles are using steel, which is in tight supply—and there are black 
and gray markets in steel at the moment—vou don’t help the black 
and gray markets in steel—you don’t ease the shortage in steel—by 
making the purchase of automobiles even easier than it is today. 
That is what I am trying to state. 

Mr. Patman. I don’t know of any black market in steel in auto- 
mobiles, do you? That is a new one on me. There are all kinds of 
black and gray markets but I haven’t heard of the automobile com- 
panies going into the black market to buy steel. 

Mr. Jonnston. I didn’t say that they did. 

Mr. Parman. I didn’t think you did. That is the reason I wanted 
to see if we couldn’t get our definition straight. 

Mr. Jonnston. This whole credit policy, Mr. Patman, is under 
consideration by Mr. Wilson, and, in general, what we must do, 
without getting specific on the question of automobiles, which I say 
I think is a temporary phenomenon——— 

Mr. Parman. I merely mentioned that as an example. Other 
durable goods can be mentioned. I mentioned that as an outstanding 
example to determine whether or not you should very quickly relax 
these harsh restrictions on a supply as plentiful, and let that addi- 
tional purchasing power be soaked up or mopped up and not continue 
to remain in competition with the poorest people in the country in 
buying the necessities which they must have. 

Mr. Jounston. Normally I would say that you have much on your 
side of the argument. I think that this is not a normal condition. 
It is a temporary condition, a very temporary condition. 

Mr. Brown. The pay-as-you-go slogan going all over the country 
just won’t work. If you add 50 or 60 billion dollars that you _— 
about in addition to the present taxes, certainly we would not get 
much production. 
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Mr. Bouurna. Mr. Chairman, do I still have the floor? 

I hope to be able to get some continuity on the pressures on inflation. 

Mr. Parman. With this one question, and I apologize to my friend 
for asking all of these questions on his time. I yield back any remain- 
ing time that I have, but I want to make this one observation, and 
that is if they are taking steel now to build automobiles, that should 
not be used for that purpose but should be used in the war effort, 
that should be stopped anyway, regardless of any credit. I don’t 
think you should go in a roundabout way to make it hard on people 
with character as collateral, make it hard for them to buy automobiles, 
to eventually say that we will use the steel that is not made into auto- 
mobiles for the war effort. The war effort should come first. 

Do you agree with that? 

Mr. Jounnston. That is true. It is getting a little out of my field 
but I will say that the materials control plan that will go into effect 
in July will take care of that. That is the reason this is a temporary 
situation. 

Mr. Parman. I am going to be hard to deal with. 

Mr. Jounston. I have known you a long time and I have also 
found you fair to deal with. 

Mr. Bouuina. I would like to see the charts, Mr. Chairman. 

Mr. Mutrer. May we know who prepared them? 

Mr. Jonnston. They were prepared in my office, the Economic 
Stabilization Agency. The source is shown in small type which you 
may not be able to read from there. 

Mr. Botirne. Would it be possible to have them put in the record, 
Mr. Chairman? 

(The charts referred to above are as follows:) 
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Mr. Jonnston. Since January 1950, the increase in commercial 
bank loans, as you notice, has been over $11 billion—that is, since 
January 1950—and since June 1950 it has been over $9 billion. 

The same is true of nonfarm mortgages. You can see how these 
have gone up steadily since Korea and since January 1950. People 
were buying a home or buying something else and mortgaging to do 
so because they wanted things rather than cash. 

Mr. Mutrer. You say to date. What is the last date, January 
1950 to what date? 

Mr. Jounston. To April 1951. 

Mr. Mutter. April 1 or April 30? 

Mr. Jounston. April 1, 1951. I do not think we have any figures 
for April, itself. It is April 1—March 31. 

Consumer installment credit, which has also risen since this period, 
has declined slightly this fall, due to credit restrictions. It is not 
very great. It is still 24 above Korea. 

This chart is the index of spot market, wholesale and consumer 
prices. 

At the top you see import spot market prices. 

You notice how they have risen since June 1950. In June 1950, 
they were a little above what they were in January 1950, but not too 
appreciably above. It is this black solid line that I am tracing with 
my finger. It was in June slightly above January, Then it 
took a precipitous rise. In early November there was a slight decline. 

Then at the Chinese intervention, which is this line here, you notice 
they went up again. 

Since price controls were put on, they went slightly higher, but then 
declined, and are now considerably below what they were at the time 
of the price and wage freeze. 

Mr. Coie. What are spot prices? 

Mr. Jounston. These are the quotations of imported commodities, 
rubber, tin, zinc, lead, wool. 

Mr. Coxe. Is that what the word ‘“‘spot’’ means? 

Mr. Jounston. Yes; the quotations at the time. This line shows 
the domestic spot prices. It shows a similar rise, of course. 

In June 1950, it, too, was only slightly above January 1950. It 
was only slightly above in June, and then it took a precipitous rise 
up to the point of the Chinese intervention and again went up and 
now has come down slightly. 

The next line on this chart is for weekly wholesale prices. 

The weekly wholesale prices have risen materially since June, as 
you notice here. In June they were slightly above the January level. 
3ut since then they have gone up quite a good deal until the wage 
and price freeze and then they have held practically steady since that 
time. 

The consumer prices, as you can see, went up consistently until the 
freeze but that line has been very steady since that time. We will 
give each of you sets of these charts. 

The next chart, ‘Earnings of production workers in manufacturing 
industries.” 

This shows the levels before Korea, at the time of Korea, at the 
time of the Chinese intervention, and at the time of the price wage 
freeze. The top line is for average weekly earnings. 
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You will notice they were up about 14 percent above January of 
1950, and up about 10 percent over June of 1950. 

This line is the average hourly earnings without overtime. You 
will notice here that they rose slightly from January 1950 to June. 
They came up precipitously since and have now leveled off. 

The lower part of that same chart shows “Changes in basic wage 
rates and employees affected.”’ 

The average wage-rate increase in cents per hour, in the first quarter 
of 1950 was practically negligible; and in the second quarter it was 
considerably more and in the third quarter considerably more and in 
the fourth quarter considerably more still. 

Each symbol represents 1,000,000 employees. There are only 
1 million employees shown as receiving wage-rate increases in the first 
quarter, and they got a very tiny wage increase. In the second 
quarter a little over a million increases and the increases were higher; 
and in the third quarter million and a half and in the fourth quarter 
4 million. 

And you notice how much greater the increases were in cents per 
hour. ‘The chart shows the progressive increases in wages, and the 
number of employees affected prior to the wage freeze. 

This chart, ‘‘Prices received and paid by farmers and the parity 
ratio.” 

We show the prices received by the farmer since Korea. They 
were below the index of prices paid, interest, taxes, and wage rates. 
In other words, they were lower than they should have been under the 
parity concept prior to Korea and have come up precipitously since 
then until a month or so after the wage-price freeze and they have 
gone down slightly since February. 

This line is the price that the farmer has paid, including interest, 
taxes and wage rates and so forth. It is well below the prices re- 
ceived index. That is shown also in this line, the parity ratio which 
was about 96. In fact it was 95. 

In January 1950, it was about 97, at Korea, and is up now, as 
you notice, to about 109. 

Mr. Mutrer. The livestock ranches were not considered in the 
category of farms in that chart? 

Mr. Jounstron. Yes; it is. That is right. Livestock is included 
as a farm commodity. 

The next chart shows corporate profits before and after taxes. -I 
think this chart is self-explanatory. This is the net after taxes, shown 
on these black lines here. 

These are the taxes involved, as you notice. This runs by quarters 
and this is the first quarter of 1951. 

Mr. Cour. The light gray is taxes? 

Mr. Jonnston. Yes; and dark gray is profits after taxes. 

If you will notice, profits after taxes decreased slightly in the second 
quarter of 1949, but on the whole, they were very level all through 
1949. In 1950 they were running in the first quarter about at the 
1949 rates, slightly below the rate of the first quarter of 1949. 

The second quarter of 1950 they jumped higher than at any time in 
1949, and the same thing happened in the third quarter and the 
fourth quarter they jumped higher than anything in 1949. 

In 1951 you notice that they are 81} percent higher than they were 
in the first quarter of 1950. 
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Mr. Core. Mr. Johnston, what is the basis for that comparison? 
Is it dollars and cents or percentages against 

Mr. Jonnston. It is dollars and cents. 

Mr. Cots. Net worth? 

Mr. Jonnston. No; total dollars, actual profit. There is no per- 
centage involved at all. It is actual profits. 

Mr. McDonoveau. Pardon me, on the last column there, the 
amount of taxes is greater than the profits. 

Mr. Jounston. That is right. The taxes are greater than the net 
earnings and that is because of the excess-profits tax which is taking 
77 percent profits over and above a certain point. The result is that 
your total corporate taxes are much greater than your total corporate 
net profit. 

Mr. McDonovueu. And taxes will be further increased with the 
excess taxes coming through? 

Mr. Jounsron. That is right, if the new tax bill goes through. 

Mr. Bouuine. And despite that fact, those were the highest first 
quarter profits in history. 

Mr. Jounston. | think they are. At least they are higher than 
either 1949 or 1950 after taxes. 

Of course, I must say to you that there has been more money in- 
vested in plant and equipment and consequently you have a larger 
investment on which to earn dollars. But nevertheless, taking that 
into consideration, there has been actually more dollars earned in the 
first quarter of this year, after taxes, than in the first quarter of either 
1949 or 1950. 

Mr. Core. That is what disturbs me. I am certainly not an 
economist but is that a true picture in dollars and cents, rather than 
that the comparison is to the net worth? 

Mr. Mutter. Isn’t that the way we have always measured our 
depressions and prosperity? 

Mr. Coun. If we are, we are doing it in a fool’s paradise. 

Mr. Jonunston. I don’t know if you can give percentages on net 
worth with a degree of accuracy. ‘This is dollars-and-cents net. 

Mr. Coir. Prepared on net worth. 

Mr. Jounston. We have not prepared it on that basis, whether it 
is correct, right or wrong. 

Mr. Coin. Just so I could understand what the chart is. 

-Mr. Jounston. I am asking my chief economist. He said we could 
not prepare it on a quarterly basis, only a yearly basis, but we could 
do that if you wish. If you wish us to do that, we can do that. 

Mr. Mutter. If I recall one of your previous charts, that compares 
very favorably in that it indicates the highest degree of employment 
and highest wages were paid during that same quarter? 

Mr. Jonnstron. Right. I don’t think you ought to pick on corpo- 
rate profits here. 

Mr. Wo tcorr. Mr. Johnston, couldn’t you adjust that with the 
decline in the value of the dollar? 

Mr. Jounston. Mr. Wolcott, we haven’t done that. I want to 
assure vou that we are simply: 

Mr. Woxcorr. The value of the dollar is 5 points less now than it 
was in the first quarter of 1950. About the only way we can get at 
the true picture of anyone’s earnings is that way, isn’t it? 
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Mr. Jounston. That is true, Mr. Wolcott. We tried to show you 
how labor rates had gone up to compensate for that, how agricultural 
prices have gone up to compensate for that and probably more than 
compensate for it in those two instances. 

Corporate profits have gone up and may compensate, and more 
than compensate, for it. In other words, I think the charts show there 
is no lack of prosperity on the part of any segment of our economy. 
Really there is not. None of us is suffering any hardships, whether 
labor, agriculture, or business. 

Mr. Burrert. Is that true of white-collar workers, people on fixed 
income and pensions? 

Mr. Jounston. That is a horse of another color. I meant any pro- 
ducing segments of the economy. Well, a white-collar worker is, too, 
but the people on fixed incomes, particularly those who live on in- 
terest, rents, or pensions, really are, of course, in bad shape, and that 
is the great tragedy, in my opinion, of inflation. 

It is a terrible tragedy for people who thought they could retire on 
$150 or $200 a month and live in ease the rest of their life and then 
find out that the $200 does not do what they thought it would do. 
They may even find themselves in hardship. 

Mr. Burrerr. If labor and agriculture doesn’t take the beating 
from here on, then it automatically falls on that group from here on, 
doesn’t it? 

Mr. Jounston. If we cannot stabilize prices and hold down further 
increases, you are absolutely right. A segment of our population 
would take a terrific beating and an unfair beating. There is not ques- 
tion of that. 

Mr. Mutter. Can’t you compensate by giving people living on 
fixed incomes, annuities, and pensions, additional tax exemption? 

Mr. Jounston. You could help compensate that way. 

Mr. Mutter. That is the only thing you can do, other than to 
give them a subsidy. 

Mr. Jounston. Yes, sir. 

Mr. McDonovenu. You mean we haven’t done it but we could do it? 

Mr. Mutrer. Yes. I can’t ever get a hearing on my bill, which is 
not in this committee, however. 

Mr. Jonnston. To get back to the charts, this one shows Federal 
Government obligations and expenditures for national defense. The 
gray is the amount of obligations. The black or dark gray is actual 
expenditures. You will notice in all of fiscal year 1950, obligations 
were less than $20 billion and, in fact, I would say it was around 
$17 billion. i 

What are the exact figures? 

The total obligations in the fiscal year 1950 amounted to $15.6 
billions. The expenditures were $12.9 billions. 

We will take it by quarters from now on. In the first quarter of 
1951, the obligations were 8.9 billion, and the expenditures 3.6. 

In the second quarter it was 8.8 and 5.0. 

You notice the expenditures rose, but the obligations didn’t. 

The third quarter, 17.7 obligations and 6.3 the expenditures. The 
obligations increased but the expenditures were not very much greater 
than in the previous quarter. 

We will take the fourth quarter. We do not have the obligations 
in the fourth quarter but the expenditures were estimated at 8.7. 
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For the whole fiscal year 1951, which, of course, will end June 30, 
the expenditures will be $23.6 billion. Now, we estimate that the 
expenditures for the fiscal year 1952, which starts on July 1 of this 
year and ends as you know on June 30 of next year, will be approxi- 
mately $50 billion. 

Compare that with the year 1950 and you get the difference or 
compare it with any of these quarters of the year 1951 and I think 
you get the difference in expenditures and the reflection of the tremen- 
dous pressures which make for inflation. 

Here is what you are doing. You are producing a great many 
goods and services and you are paying for that production but the 
people who have received that purchasing power can’t spend it on 
the things they helped to produce, because they are not making things 
which they can consume. 

In other words, I think no housewife will find a bazooka very help- 
ful in her kitchen work nor will she find a tank very helpful in sweeping 
up the parlor. The result is that you are spending this vast sum of 
money but you will have fewer goods and services available to pur- 
chase. I think this next chart tries to bring home that point. 

These lines are for personal income and consumer goods and services. 
We will take the personal income. 

As you will notice, in the first quarter of 1951 it has been running 
up and here it is in contrast in the first quarter of 1950. These are 
calendar years and not by fiscal years. You will notice it is around 
$242 billion in the first quarter of 1951. 

Then the projected estimate up here as to what it will be by the 
end of 1951 and it will be higher even than that by the first quarter of 
1952. There will be a gap there of about $37 billion. I mean there 
will be an increase of personal income of about $37 billion by the first 
quarter of 1952 over the annual level of the first quarter of 1951. 

Here is the disposable income, if you will notice, after taxes. You 
will notice it has also risen after taxes. The disposable income has 
materially risen. We all complain about taxes and I am one of those 
who complains also, but, even considering higher taxes, the disposable 
income of the people as a whole has gone up substantially. This does 
not necessarily apply to individuals—individuals are pretty badly hurt 
sometimes. 

The CuarrMAN. What is the personal income now? 

Mr. Jounston. The personal income was running at an annual rate 
during the first quarter of this year of 241.6 billions. That is the 
rate of personal income, 241.6 billions in the first quarter. We esti- 
mate that by the fourth quarter of this year it will be running at the 
rate of 259 billions. It will be higher even than that by the first 
quarter of next year. 

Mr. Mutrer. That is gross? 

Mr. Jounston. Yes. 

Mr. Murer. What is it after taxes? 

Mr. Jounston. It was running at the rate of 211.6 billions after 
taxes in the fourth quarter of 1950. 

In the first quarter of 1951, after taxes, it was 214.9. 

In other words, the rate increased about 3 billion dollars after taxes 
from the fourth quarter of 1950 to the first quarter of this year. 

The CuHairMan. Is that at an all-time peak? ; 

Mr. Jounstron. Yes, an all-time peak. 
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Mr. Woxcortr. Do you have the figures on the national production 
by way of comparison? 

Mr. Jounston. We don’t have them here but I can tell you ap- 
proximately what they are. 

Mr. Wotcorrt. Mr. Fink indicates they are in the chart of the Fed- 
eral Reserve Board. 

Mr. Jounston. I can tell you approximately. It was running 
around 270 billion dollars, gross national product, in the last quarter of 
last year, I believe, and we anticipate it will be running at the rate of 
about 300 billion dollars by the fourth quarter of this year. I think 
those are approximate figures. 

He can give them to you accurately but I think that is approxi- 
mately. 

I want to correct that, gentlemen. The gross national product in 
the first quarter of 1951 was running at the rate of 314 billion dollars, 
and it may hit 340 by the end of the year. 

Mr. Wotcorr. We are thinking in terms of millions instead of 
billions. 

Mr. Jonnston. I am always confused when we go to France and 
these other countries and they talk everything in terms of trillions in- 
stead of billions. 

I think that completes these charts. We will see that each member 
of the committee gets a copy of them. 

Mr. Bouuina. Mr. Johnston, I think those charts demonstrate very 
well the point you have reiterated many times, that we have terrific 
pressures ahead of us. We all agree that we have to achieve a psycho- 
logical climate in which a law can be implemented. 

I would like for you to discuss briefly, perhaps the ugly side of the 
situation which appears after we have achieved a majority will to con- 


trol inflation and we have enacted a law which gives you the tools. 
The ugly side is the control of the minority which has not gone along 
with the se (ore in a psychological way and that ugly side is the en- 


forcement of the will of the majority on the minority in a just fashion. 

I wonder if you would discuss the present situation on enforcement 
and what you feel that you need and why you need it to effectively 
implement the law? 

Mr. Jounston. The enforcement is always a serious problem and 
we are going to enforce these controls. As long as you gentlemen in 
Congress want them and request us to do so, we will enforce them. 

The details of enforcement I would prefer, if you don’t mind, hav- 
ing my chief legal counsel, Mr. F. P. Whitehair, tell you, rather than 
myself, because he is much more familiar with the enforcement 
proceedings. 

Mr. Bourne. I would like it in the frame of reference of what we 
have now and wherein that is insufficient, what the recommendations 
in the bill are and why there are necessary. 

Mr. Wurrenarr. At the present time we have enforcement author- 
ity being exercised by one of the operating components in the Office 
of Price Stabilization under a Director of Enforcement. It is intended, 
and a plan is being worked on, if the Congress looks favorably on this 
bill, to establish an enforcement office for compliance and enforcement, 
for all of the operating components of ESA. That plan has not been 
agreed to but it is being worked on now. 
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There are many investigators in the field at the present time who 
are reporting to Mr. Morgan, director of enforcement, who is presently 
under the jurisdiction of Mr. DiSalle, the Director of Price Sta- 
bilization. 

The Economic Stabilization Agency, as such, has no enforcement 
prerogatives which are reserved unto itself. However, it is right now 
at this present time, under the bill here, as designed under these 
amendments, working on a plan to implement and bring about effec- 
tive compliance and enforcement. 

For example, Mr. Congressman, the licensing provision is truly an 
enforcement instrument. It is truly American traditionally, in that 
it seeks compliance rather than punishment. 

I feel I can speak for my boss here, Mr. Johnston, to say to you 
that he intends to sell a program to the people and go as far as he 
can on the psychological acceptance of it, stressing compliance in 
preference to the criminal sanctions available under the law. 

Mr. Boturne. At the same time, I gather you feel it is necessary 
to have the big stick as well as the psychological weapon? 

Mr. Wuarrenarr. That is right. 

Mr. Bouuine. Specifically on damages, what is the specific situa- 
tion. Your statement is full, but I would like it in the record at this 
point as well. 

Mr. Wuirrenarr. On damages, the bill as it now exists provides 
that the Government can bring an injunction suit or either the buyer 
or Government may seek treble damages; except that the total judg- 
ment cannot exceed the amount of the overcharge, plus $10,000. 

Now we are asking that that be amended so that it will actually 
work in principle as it should. Undoubtedly it was an oversight. I 
am certain in reading the legislative history of the act that this section, 
as it now exists wasn’t intended to be written as it is in the law, 
because in the case of a man who imposed an overcharge of $5,000, 
his limit would be then $15,000 treble damages—that is, the over- 
charge plus $10,000—but the $100,000 man would still get out for 
return of the overcharge, plus the same penalty of $10,000. So we 
are proposing an amendment in the bill that is now before you to 
make the big violation, as well as the smaller one, subject to penalties 
of similar degree. 

Mr. Mutrer. As it exists now, it grants a premium to the big 
violator. 

Mr. Warrenarr. Precisely. 

Mr. Bo.tune. Mr. Johnston, one more question on the question of 
subsidies. On page 33, the bottom of the page, the last paragraph: 

The President stated in his message that if the cost of food should rise suffi- 
ciently to endanger our stabilization program, then consideration may have to be 
given to legislation authorizing the use of cost of living subsidies. 

I take it in that paragraph is the belief that the present provision 
with regard to parity, marketing seasons and so on can be adequate? 

Mr. Jounston. That is what we feel. 

Mr. Boturne. But that it is, in itself, very necessary? 

Mr. Jonnston. We think so, for the purpose of making our ceiling 
prices on foodstuffs in the grocery stores stable enough to be meaning- 
ful. 

Mr. Boturne. Without that, would it be fair to draw the conclusion 
that if you did not get some such provision that the alternative might 
be one which was even more controversial, shall we say? 
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Mr. Jounston. Maybe, we can’t tell. 

Mr. Boutune. But you feel ver y definitely that the so-called freezing 
is essential? 

Mr. Jounston. If you mean the seasonal parity proposal—we do 
not regard it as a freeze—yes; we feel that very definitely is needed. 

Mr. Wotcorr. May I ask Mr. Johnston to refer to the first chart 
again? 

Mr. Jounston. Yes, sir. 

Mr. Wo corr. According to that, bank loans have been steadily 
increasing until on May 1 they are at what figure? 

Mr. Mutrer. I think it is April 1. 

Mr. Jounston. Well, the cumulative increase since January 1950, 
to April 1 of this year is 11% billion dollars. The actual increase from 
June of last year to March 31 of this year is almost 10 billion— 
$9,600,000,000. The actual increase on commercial loans to April 1 
of ‘this year, $9,600,000,000. 

Mr. Wotcorr. It would probably indicate that commercial bank 
loans have been going up disproportionately faster than the nonfarm 
mortgage and consumer installment credits? 

Mr. Jounston. Yes, faster. .Those commercial loans have been 
used primarily to build inventories. That is the reason inventories 
by April 1 were up to about $66 billion, which is, as far as 1 know, 
an all-time high. 

Mr. Wotcorr. Would you assume, then, that presently the greatest 
influence on inflation is the unusual increase in commercial—— 

Mr. Jounston. It is one of the greatest influences, Mr. Wolcott. 

Mr. Wo corr. It stands No. 1, doesn’t it? 

Mr. Jounston. We haven’t on here, of course, the amount of cash 
that has been spent for commodities, people who have had cash or 
who have cashed Government bonds or who got other forms of cash, 
borrowed on life insurance, and so forth and so on. 

Mr. Wotcorr. That represents new money. 

Mr. Jounston. Yes. 

Mr. Wotcorr. What can we do about that? 

Mr. Jounstvon. Well, as you know, the Federal Reserve Board has 
requested the commercial banks on a voluntary basis to curtail com- 
mercial loans. I think there has been some evidence that this is 
occurring. I think that the liquidation of some inventories, that you 
have seen recently advertised in the papers, probably is the result 
of the pressures of banks to liquidate loans on inventories. I think 
that that has in turn been the result of an understanding on the part 
of commercial bankers of the influence which they have exerted in 
the inflationary spiral. 

Mr. Woxcort. Isn’t that also a result of the at least temporary 
effect of the change in buying psychology, which we referred to as 
scare buying? 

Mr. Jounston. Oh, yes. Of course, most of these commercial 
bank loans don’t reflect the actual scare buying, because that was by 
the consumer. 

Mr. Wotcorr. When I say commercial bank loans, I assume your 
explanation of it reflects the attitude of the people as of 2 or 3 months 
ago when they were indulging in scare buying, and industry and 
business was building up their inventories in anticipation of the 
continuance of that demand; is that right? 

83473—51—pt. 116 
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Mr. Jounston. That is right. 

Then, buying raw materials, too, as a protection against possible 
furture shortages. 

Mr. Wo corr. Also, that checks in pretty well with the reports 
that we get, that there has been a great deal of hoarding in cars and 
a great deal of excessive stockpiling on the part of some Government 
agencies that might have entered into that picture, also? 

Mr. Jounston. Yes. 

Mr. Woxcorr. What would happen to those commercial bank loans 
if the Federal Reserve were to increase their rediscount rate to 7 
percent? 

Mr. Jounston. You are asking me a technical banking problem. 

Mr. Wo.cort. It is theoretical. I assume they won’t go to 7 
percent. 

Mr. Jonnston. It would have a profound effect, no argument about 
that. 

Mr. Wotcorr. What I am getting at is theoretically, by issuin 
rates of 7 percent, could stop the issuance of almost all the commercia 
bank loans of the country. Usury in most States is 7 percent, so 
banks couldn’t get them for less than 7 percent. 

Mr. Jounston. You will be interested in a chart that I have before 
me now, which illustrates that inventories have been going up steadily 
since Korea—constantly getting larger—regardless of what happened 
on sales. 

Mr. Wo corr. Of course, the taxes which you receive from cor- 
porations is going to be somewhat less because of the increase in 
advertising cost to get rid of those inventories. 

Mr. Jonnston. Yes; and because of less profits from a decline, 
probably in the volume of sales. 

Mr. Woxcorr. What would happen to commercial bank loans if 
the Federal Reserve were to allow it to operate as it was intended to 
operate in respect to reserve requirements, increased rediscount rates, 
and through the Open Market Committee, the manipulation of bond 
rates? 

Mr. Jounston. Of course, you would find that these commercial 
loans, if they were able to operate as I think they were intended to 
operate, would not have increased as rapidly as they have. There 
would not be the pressure for commercial loans. 

I might give you an illustration of that, however, which I think will 
be interesting to you. 

We had down here the week before last the Deputy Minister of 
Finance and the Deputy Minister of Trade of Canada and we spent 
a couple of days discussing our mutual problems. It will be of interest 
to you to know that Canada so far has relied on the indirect method 
of control. 

Since our wage and price freeze in January, prices have gone up 
more rapidly in Canada than they have in the United States. Canada 
has a very rigid control over her credit. I think they have—is it 11 
banks in Canada—maybe 10 or 11—and these banks have about 3,000 
branches but there are only 10 or 11 banks. 

The Government, the Bank of Canada, has very rigid control over 
the banking system, something we couldn’t have here, unless you 
changed our entire banking laws. 

You are more familiar with this than I, I am quite sure. 
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Mr. Wotcort. No; I am not familiar with it at all, excepting my 
first reaction, though, that statement was that we might be able to, 
through the Federal Reserve, our central banking system, to effect 
the same controls over bank credit as the Bank of Canada does over 
their 10 or 11. 

Mr. Jonnston. Whichever it is. It is a very small number of 
banks. 

Mr. Wotcorr. On the theory now that the rediscount rate set by 
the Federal Reserve Board controls interest rates generally. 

Mr. Jounston. That is true, except that what I am trying to say 
is that, in Canada, with their small number of banks and their close 
cooperation with the Bank of Canada and the Canadian Government, 
we don’t have that with the multitudinous banks which we have all 
over America, each with different policies and different ideas and the 
Canadian system is much more centrally and closely integrated and 
knit. 

Of course, in Canada, their consumer credit is very much tighter 
than ours. They require 50-percent down payment on any commod- 
ity, irrespective of what it may be, and allow only 12 months to pay. 

In addition to that, they have an excise tax and a sales tax. They 
have a 10-percent sales tax in Canada on everything except food, 
medicine, and rent. Everything else, I believe, is subject to a 10- 
percent tax. 

Then they have an excise tax on top of that. 

We have some excise taxes here, of course, but not as high. 

On an automobile, as an illustration, the excise tax in Canada is 
25 percent and the sales tax is 10 percent so they have a 35-percent 
tax on that automobile. 

Then a Canadian must pay 50 percent down and 12 months to pay. 

TI am not trying to use the two systems as completely analogous, 
because they are not. Canada has many problems we don’t have and 
we have problems Canada doesn’t have. She has a much vaster 
export trade than we in proportion to total volume, and there are 
many problems that are completely different. But they do have a 
very tight credit policy in Canada, and in spite of that, prices since 
January 26 in Canada have risen more rapidly than they have in the 
United States. 

Mr. Mutrer. How long have they had those controls? 

Mr. Jounston. I don’t remember the exact date but they increased 
the excise taxes and the sales tax last year. The sales tax up to June 
or July of last year was 8 percent. They increased it to 10, which is 
a 25-percent increase. 

Then they imposed higher excise taxes. The excise tax on auto- 
mobiles, I think, was 15 and they increased it to 25, so they imposed 
higher excise taxes on all consumer durable goods. 

In addition to that they have something which I know would be 
interesting to you and that is deferred depreciation for 4 years on 
anything except defense plants. In other words, you can take no 
depreciation for a period of 4 years. You must defer that depreciation. 
That has a tremendous retarding effect on new construction, as you 
would readily understand, because it is not depreciable. It also has 
a tremendous effect on taxes because you collect taxes upon items that 
you would not normally collect them upon. 
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In spite of all of that, in spite of those controls which are very 
stringent controls—in.my opinion they are—in spite of all of that you 
have had a price increase more rapidly in Canada than ours, and you 
have had a clamoring there for controls. 

I think these gentlemen told us that Gallup polls, taken in Canada, 
if they are accurate—and they have been taking several of them—— 

Mr. Wo.corr. They weren’t 2 years ago. 

Mr. Jounston. That is the reason I said “if they are accurate.” 

According to the polls about 70 to 80 percent of the people of Canada 
are for direct controls as well as indirect controls. 

The CHarrMAN. From what you say, I don’t believe you think the 
inflation could be controlled here by the indirect controls; that it is 
necessary to have direct controls. 

Mr. Jounsron. Mr. Chairman, reluctantly, I have to confess I 
do not think that indirect controls at this time in America would be 
sufficient. I think you must have all controls, direct and indirect, in 
order to be effective, and even then it is a terrific job. 

Mr. Wotcorr. How can you think that until and unless we use 
those controls? 

Mr. Jounstron. I say it because of the experience that Canada 
has had. 

Mr. Wotcorr. The only historical background for that opinion 
of yours is negative, because previous to World War II the Federal 
Reserve did a very effective job of stabilizing our economy. 

Mr. Jounston. Oh, there is no question about that. I think that 
the indirect controls normally will work and work very effectively. I 
am saying that under these conditions of a rapid mobilization, with 
scarce raw materials around the world, that I doubt if the indirect 
controls will work at this time without direct as well, and I refer you 
to Canada, where they have, I think, very stringent indirect controls, 
and they are not as effective, in my opinion, as they should be. 

Mr. Wotcorr. Perhaps we may agree that these direct controls 
should be used to supplement the indirect controls. 

Mr. Jonnstron. I will agree that they are supplementary. I think 
that the indirect controls—as I said in my prepared statement—are 
basic. The indirect controls are the foundations on which you must 
erect a price control system. 

Mr. Woxcorr. Notwithstanding the inflation antidote applied, do 
you know what the exchange rate is on the Canadian dollar and 
American dollar? 

Mr. Jonnsron. I think I know about. It is about 94 or 95 cents. 
The Canadian dollar is worth 94 or 95 cents of the American dollar. 

Mr. Wotcorrt. So we are in pretty good shape. 

Mr. Jounsron. I think so. The Canadian dollar, of course, has 
declined, as you know, during the past year, slightly. 

Mr. Wotcorr. That is notwithstanding the fact that someone up 
there depreciated or appreciated the value of their currency a short 
time ago and brought it up to a point where we were paying a premium 
for Canadian money for a short time. 

Mr. Mutter. How long did Canada have those credit restrictions? 

Mr. Jounstron. I think she has had them on now since early last 
fall. 

Mr. Burrerr. The deferred depreciation plan just went into effect 
April 10? 
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Mr. Jonnston. That is right. 

The CuarrMan. Mr. Johnston, you wouldn’t feel justified, con- 
sidering your beliefs at the present time, in experimenting with 
indirect controls and taking the chance of runaway prices at this time; 
would you? 

Mr. Jounston. Mr. Chairman, I don’t think you can possibly do so 
and still have stability. 

The CuarrmMan. Any further questions? 

Mr. Wipna.u. On page 16 you mentioned increased savings as 
being one of the points in your program to control and stabilize the 
economy. Do you have any figures on the sale of savings bonds to 
the individual in the United States for the first quarter of 1951 as 
compared with 1950? 

Mr. Jounston. Do I have any figures as to the savings? 

Mr. Wipnatt. The sale of Government savings bonds to the 
individual? 

Mr. Jonnston. I haven’t them with me; no. Does the Federal 
Reserve bank indicate it at all in the charts you have? I haven’t the 
figures with me. 

Mr. Wrpnaut. You have mentioned the terrific increase in personal 
income during that period and I think it would be very interesting to 
get those figures and put them in the record. As I understand it, 
there has been a decrease in the amount of savings bonds purchased 
by the individual in the United States during that period. 

Mr. Jounston. I understand that is correct. 

Mr. Wipnatu. To what would you attribute that decrease in the 
purchase of savings bonds? 

-Mr. Jounston. Oh, I think a number of things: The psychology 
of the people, the fear that the dollar might be of less value at some 
future date, the desire to buy commodities or things now before they 
gO up in price. 

Here are the figures, Mr. Congressman, on series E bonds from the 
Federal Reserve Board chart, and I think you will see what happened. 
You notice that series E bond sales have gone down from net sales of 
about $100 million a month in early 1949 to net redemptions of more 
than $100 million a month in early 1951. 

Mr. Wipnatu. Would you have any breakdown as to where that 
money has gone? 

Mr. Jounston. No, I don’t know where it has gone but I assume 
it has mostly gone into real property of one kind or another, or things 
that people wanted to buy. 

Mr. Wipnauu. Mr. Johnston, don’t you feel that your original 
order in some way contributed to that action on the part of the 
individual? 

By that, I mean the freezing of prices and wages at the top, with 
the statement that was made at that time that prices would probably 
go higher? 

Didn’t that contribute to hoarding on the part of the house owner? 

Mr. Jounston. In the first place, I was in the office just 48 hours 
when I did freeze wages and prices. I made no statements prior to 
freezing wages and prices about what the cost of living was going to do. 
My personal opinion is that people have had more confidence that 
there would be a stable price level than before we froze prices and 
wages. Nor do the sales or redemptions of bonds here indicate any- 
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thing to the contrary. As a matter of fact, the redemptions of bonds 
were much higher before we froze them and have gone off materially 
since, although the redemptions are still higher than the sales. 

I think that proves that we must restore confidence of the people 
in the dollar and I, personally, think you can hold a stable price level 
with this bill. 

In addition to that, I think we have to develop some new incentives 
to encourage people to buy bonds. 

Mr. Wipnatu. Do you feel that there would be a restoration of 
confidence in the dollar if we went back to the gold standard? 

Mr. Jounson. You are way deeper and beyond my depth now. 

Mr. Wipnaut. I think that a great many people in the United 
States would again get some confidence in the value of the dollar 
if they felt they had a redeemable currency. They have seen during 
recent years great depreciation in the value of that dollar. The 
greatest thing that I think could be done now, to give some confidence 
to the people, would be to go back on the gold standard. I think it 
would be very important for your group to study the effect that that 
might have on the economy, and give a report to us about it. 

Mr. Jounston. Mr. Congressman, I remember last fall listening to 
two eminent bankers, presidents of two of the largest banks in New 
York, in a discussion in which one banker urged going back on the 
gold standard and the other banker with equal vigor urged not going 
back on the gold standard. I honestly don’t know enough about it 
to talk intelligently about it. 

Mr. Wrpnatu. It seems very interesting to me that gold is leaving 
our country at the rate of 2% billion a year. The other countries of 
the world must place quite a value on gold and having gold and 
demanding that their commercial credits be paid with gold. 

It seems a rather strange situation when other countries can de- 
mand payment in gold and the American people can’t redeem their 
own currency. I think the greatest step we could take toward getting 
confidence back would be to go back on the gold standard. 

You made a statement earlier that certain material has gone up 600 
percent in price. How is it that vou cannot effectively roll back 
some of the price in that structure? There certainly must be an 
unconscionable profit in there somewhere along the line. 

Mr. Jonnston. That was only one item that we know of. Some- 
times these have been due to increases in price of foreign commodities 
over which we have no control. For instance, rubber was selling not 
long before Korea for 16 cents a pound. I think we have bought 
rubber in this country at as high as 87% cents a pound. 

Wool, as you know, at one time hit an all-time high in Boston, clean 
wool, of $3.87%5 a pound. I live out in the wool-growing country and 
as a young man I used to think we were getting an excellent price for 
wool if we got 50 cents a pound clean, but it hit $3.87}. I think it is 
about $3.50 in Boston today. 

Take tin. I believe the price was eighty-odd cents before Korea 
and then it went up to almost $2. 

You can find any number of illustrations on commodities that have 
gyrated almost as erratically as those due to purchasing by America 
and other countries. I don’t know specifically why this one item 
should be 600 percent higher. I presume its raw-material prices 
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increased and some of the labor costs may have increased. There 
may be other reasons. I don’t know the answer. 

Mr. Wipnatt. I think it is very important to bring home to seg- 
ments of the society, like labor, the effect on their pension plans if we 
have continued inflation and a failure to stabilize the economy. Their 
own demands for wage increases, if they become excessive, can only 
help to contribute to the depreciation of the value of the dollar, the 
depreciation in the value of the pension plans that they fought for so 
hard, and further demands to supplement contributions to those pen- 
sion plans which would further inflate the economy. 

Mr. Jounston. Mr. Congressman, we are doing all within our 
power to do that—to tell these groups. I think most of them realize 
that. 

Of course, as I said earlier, everybody wants a preferred position at 
the starting post. Everybody feels that prices may go up again and 
that wages, in order to compensate for the cost of living, will have to 
rise, go up, and they want to get increases before it is too late, but 
that is not exclusively confined to labor. It includes many others. 

It would be interesting to you to know that about a week ago I had 
the presidents of most of the larger companies of a certain industry 
into my office and they were asking to have this whole industry 
exempt from price control. When I pointed out to them that they 
were now in excess profits—and they are in excess profits today— 
why did they want a price increase? 

Because they were fearful the third or fourth quarter of this year 
they would be in a bad position. 

That is the same thing that frequently labor does; they feel that the 
third or fourth quarter or first quarter of next year they will be in 
a bad position. If the people of this country can feel and have confi- 
dence that we are trving to treat them fairly and equitably and no 
one group will be placed in an unfavorable position compared to 
other groups in the economy, if you can get that across to the people 
of America, I think eventually you can stabilize this thing and they 
will have some confidence in going along without the excessive 
demands that have been evident. 

Mr. Burrerr. The chairman and Mr. Wolcott asked you about 
making our currency redeemable in gold and what effect that would 
have on inflation. There are a lot of people in this country who 
feel that unless our currency is redeemable in gold, the whole effort 
at price and wage fixing is simply a hoax. 

If that impression is incorrect, then in the interest of unity I think 
that impression should be corrected. 

I would like to issue that as a friendly challenge to your office to 
produce for me and for the committee some historical evidence to 
indicate that inflation can be effectively halted without a currency 
redeemable in gold. 

If that is a misimpression, let’s get rid of it for once and all. If 
there is truth in it, we ought to find out. 

Mr. Jounston. There are very violent arguments, Mr. Congress- 
man, on both sides and certainly we should present you with both 
sides of the argument, at least, even though we are unable to resolve 
it ourselves. 
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Mr. Burrerr. You can present me with the facts. If there are 
some historical evidences to indicate that inflation can be halted 
with irredeemable currency, I would like that. 

Mr. Jounston. We will try to get it for all the members of the 
committee. 

Mr. Burrerr. This bill would give the executive branch of the 
Government greater power over the American economy than it has 
ever had in our history. That is a fair statement; isn’t it? 

Mr. Jounsron. I don’t know. I can’t give you an answer. I am 
not familiar with it. 

I think it does but I don’t actually know. I think that is correct, 
but I don’t actually know, does it or does it not. 

Mr. Whitehair, my chief legal counsel, says it doesn’t go as far as 
OPA or the War Labor Board in the Second World War. I don’t 
actually know. 

The CHarrman. Mr. DiSalle is also scheduled to testify today, and 
we will hear him at 2 o’clock. Mr. DiSalle, you can return at 2 
o’clock. 

Mr. Jounston. Do you want me back at 2 o’clock or not? 

The Cuarrman. No. We can conclude with you this morning; 
Mr. DiSalle is scheduled for 2 o’clock. 

Mr. Burrerr. In any event, the reason for these powers is the 
peril of Soviet expansion; isn’t that correct? 

Mr. Jonnston. There is no question about that, in my opinion. 

Mr. Burrerr. Did not Germany, Italy, and Japan face that same 
threat of that expansion? 

Mr. Jounston. I think that Germany and Japan wanted to do a 
little expanding, themselves. The bill they sold to their people was 
that Soviet expansion was of great danger. 
ht» What they sold to their people and what the rulers are trying to do 
may be two different things. I was in Germany in 1939 and spent 
some time there and my opinion was that they were anxious to 
expand as well. 

Mr. Burrerr. You certainly don’t want to leave the impression 
that they were not in danger from Soviet expansion, that the Soviet 
then had no expansion tendencies? 

Mr. Jounsron. Oh, I said earlier that Russia has been expanding 
and trying to expand for 250 years. 1 don’t think that there is any 
difference in it. I think a balance of power was held when you had 
a strong Japan and a strong Germany, which you don’t have today. 
The only bulwark against that expansion is the United States. 

Mr. Burrerr. But Germany, Japan, and Italy were not conquered 
by Soviet expansion, were they? 

Mr. Jounston. Thanks to America. 

Mr. Burrerr. There were greater dangers to them than Soviet 
expansion, apparently? 

Mr. Jonnston. Of course, that is a very long and complicated 
matter. 

Mr. Burrerr. Yes. The external factor was not the danger to 
those three countries. There were other dangers. It so happens that 
there were dangers within of uncontrolled power that caused their 
downfall; isn’t that correct? 

Mr. Jounston. Uncontrolled powers with uncontrolled leaders. 
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Mr. Burrerr. Then that is a danger that we should not entirely 
ignore when we consider this proposition. 

Mr. Jounston. Oh, there is no question about that. 

Mr. Burrerr. You were in Russia quite a while. They had price 
and wage fixing there, didn’t they? 

Mr. Jounston. They certainly do. 

Mr. Burrertr. Did they stop inflation? 

Mr. Jounston. Well, under the Russian system, as you know, they 
have what they call the free market and the fixed market. The fixed 
market is where you buy food and clothing in the gastronomes and 
those prices are fixed. You have to have a ration card for them and 
your ration card calls for a certain amount that you can consume 
weekly or monthly, depending on the job you hold. 

Therefore, the amount that you eat or the kind of clothing you wear 
depends almost entirely upon your position. Those prices are very 
reasonable and they have been held to a very reasonable extent for a 
long period of time. There is little fluctation in those. 

Then there is a so-called free market and those are operated in the 
outskirts of almost any Soviet city and they are operated supposedly 
under the guise or under the supervision of the Soviet regime. Those 
prices are excessive. Sometimes they will be 10 or 20 times as high 
as they will be in the so-called gastronomes downtown. 

Mr. Burrerr. Their price and wage fixing is ruthlessly enforced, 
isn’t it? 

Mr. Jounston. Ruthlessly enforced. 

Mr. Burrerr. Are you familiar with the amount of depreciation 
of their currency and bonds in the last 10 years? 

Mr. Jounstron. Oh, ves. In fact, we don’t know what their ruble 
is worth at all. 

Mr. Burrerr. Then regardless of how tough enforcement they have, 
their money has deteriorated very badly? 

Mr. Jounsron. No question about that. 

Mr. Burrert. It is not convertible into gold, incidentally. That 
was one of the first things that Lenin did, was to get rid of gold re- 
deemability. 

Mr. Jounston. Of course, your analogy really isn’t very accurate, 
because the conditions are so completely different in the Soviet Union. 
They have been devoting very large percentages of their gross national 
product to rearmament. We are contemplating here at the outside 20 
percent. 

The Soviet Union, in my opinion, have been devoting from 50 to 60 
percent or more for a long and protracted period of time. The Soviet 
Government has no hesitancy in taking the shoes off a workman’s feet or 
the clothes off his back or the food out of his stomach in order to build 
something for defense. 

Mr. Burrerr. That natural laws of economics are the same each 
place. 

Mr. Jonnsron. You don’t repeal the law by a regime, no, you don’t 
repeal natural laws, but you do have quite a different program and 
system operating in a different climate, in my opinion. 

Mr. Burrerr. I agree with you. 

Mr. Jounston. What I want to say to you is that we must continue 
this regime of freedom. It has been my good fortune to have traveled 
around most of the world and studied these systems. It is one of the 
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reasons that we get the tremendous production we do in this country, 
because we are a free country, because we do have freedom of move- 
ment and choice. That freedom of movement and choice, people in 
this country have never, most of us, never questioned removing in any 
form, shape, or variety. 

Mr. Burret. It is tremendously restricted at this moment, isn’t it? 

Mr. Jounston. Very slightly restricted. We are not telling any- 
one where he has to work, how long he works, what he shall sell, 
what he shall buy, where he shall travel or anything. Those are the 
things in the Soviet Union directed from one central authority, which 
makes a difference. 

Mr. Burrerr. Take the cattleman. He is in the cattle business. 
The price of his product is being fixed arbitrarily and there is no ques- 
tion about it. He is being controlled pretty much 100 percent. 

Mr. Jounston. No; he doesn’t have to stay in the cattle business. 
He can go in the electric business. 

Mr. Burrerr. If he put his money in the cattle business— 

Mr. Jounsron. He can raise corn or something else. Maybe he can 
raise potatoes. They are way below parity and not subject to controls. 

Frankly, the system is completely different. 

Mr. Burrerr. Yes, but we are moving in their direction and that is 
dangerous, 

Mr. Jounston. I said in the earlier part of my testimony that I 
don’t like controls, the free enterprise system should operate. You 
can’t substitute the opinion of a few men in Washington for the mil- 
lions of decisions that are made across the country, but there are times 
and this in my opinion is one of them, when it is necessary for us to 
undergo restrictions on certain freedoms for the common good. 

I personally think we must rearm, I personally think we must 
defend ourselves. I think we must be strong. In the process there 
are certain things we must do, because we could lose all of that 
strength, in my opinion, if we collapse economically, and we can’t 
afford to allow ourselves to collapse economically. 

Mr. Burrert. Likewise if we do those things wrong we can collapse. 

Mr. Jounston. Of course, if you do them wrong. 

Mr. Berts. Mr. Johnston, there is one thing I am interested in. 
It may or may not be important, but how many persons are employed 
in ESA? 

Mr. Jounston. In the agency, itself, I think at the moment there 
are around 48 or 50 people. 

In the subdivisions of ESA, in Price Stabilization, I think at the 
moment there are in the neighborhood of 6,000 and in Wage Stabili- 
zation I think there are in the neighborhood of 260. 

Mr. Berrts. And if this bill were to become law, this act I imagine 
would require the employment of more persons; is that correct? 

Mr. Jounstron. Price and Wage Stabilization must both expand 
their activities. It can’t narrow them, and I wish you would ask that 
question of Mr. DiSalle this afternoon. He can give you an accurate 
figure of what he thinks may be necessary in OPS. 

Mr. Berts. I was interested in knowing just about how big the 
Bureau would become. 

You have no employees in the enforcement? 

Mr. Jounston. Yes; there are some but you will have to have a 
considerable enforcement staff, eventually several thousand. 
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Mr. Berts. Do you have any idea whether this would be enforced 
through the agency or the Department of Justice? 

Mr. Wurrexarr. Under the laws that exist—and there is no request 
for a change—all litigation is under the supervision and control of 
the Department of Justice. The Department of Justice, on February 
9, agreed with Mr. Johnston to appoint in each judicial district in the 
United States, of which you know there are 96, one special assistant 
United States attorney, subject to the approval of the United States 
attorney and the Department of Justice, to handle our litigation 
problems in that area. 

Mr. Berts. That doesn’t include the inspectors, and so on? 

Mr. Wuirexair. That doesn’t include the investigation, of course. 

Mr. Bervs. Will that be through the Department of Justice or 
through the agency? 

Mr. Wuirenatrr. That is yet to be determined. 

Mr. Berts. Are there any provisions in this bill as to that? 

Mr. Wurrenarr. There is no new provision in the bill. It is already 
covered in section 403 of the act, and we have not asked for any change. 
It says that the single independent agency, that is, ESA, and its 
operating components, cannot delegate its enforcement responsibilities 
to any other department or other agency of ‘government. 

By enforcement, that means the investigation and the preparation 
of the material and a recommendation in each case of the type of 
sanctions to impose, if any. 

Mr. Berrts. That is all. 

The CHartrmMan. The committee will now recess, to meet at 2 o’clock. 

Mr. Johnston, you gave a very interesting statement. 

Mr. Jonnston. Thank you. I want to thank the committee for 
their courtesy. They have been very nice in hearing me. 

(Thereupon, at 12:50 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Present: Messrs. Spence, Brown, Patman, Deane, O’Brien, Bolling, 
Kluczynski, Wolcott, Talle, Cole, McDonough, Buliett, and Betts. 

The CuarrmMan. The committee will be in order. 

We have with us as a witness this afternoon Mr. Michael V. DiSalle, 
Director of Price Stabilization. I understand, having a difficult 
problem here, they sent for Mr. DiSalle. They have given him a 
tough job here with a lot of trials, tribulations, criticisms, and maybe 
some abuse. Like a good citizen, he came and accepted. 

We are glad to have you with us, Mr. DiSalle. 


STATEMENT OF MICHAEL V. DiSALLE, DIRECTOR OF PRICE 
STABILIZATION 


Mr. DiSauute. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, less than 5 months 
have passed since I was appointed Director of Price Stabilization. 
Five months is a very short time for the development of a program 
that must serve every man, woman, and child in the United States. 
And a program of price stabilization by its very nature must also 
affect every business in the United States. 
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But these 5 months have been ample time to bring home the diffi- 
culty, the complexity, and the enormous responsibility involved in 
the job. Consequently, I am here today asking that Congress extend 
for 2 years and strengthen by amendment the legislation through 
which it required that this difficult and complex job be done. 

I have filed with your committee a rather full account of the price 
situation since Korea, and of our pricing actions and program. I 
regard that memorandum as a report on my 5 months’ stewardship. 
Today I shall speak only briefly and confine myself to the broader 
aspects of the picture. 

Naturally, I shall speak to you with particular reference to price 
stabilization. Stabilization is necessary while the nation is engaged 
in the huge task of building up its armament and productive capacity 
to insure our military security. Stabilization is necessary to protect 
the American people from a ruinous inflation that would destroy the 
value of their income and their savings. Stabilization is necessary 
to help preserve the freedom and human dignity and opportunity for 
advancement that we mean when we speak of the “pursuit of 
happiness.” 

I do not need to stress the international risks we face if we fail to 
take the steps essential to our national security and welfare. That 
is why we are engaged in our defense program. That is why the 
people have voluntarily accepted governmental controls, although 
it is inherent in the American tradition of individual freedoms that 
our people dislike such controls. 

As Members of Congress, you have a great responsibility. The 
action that you take with reference to this bill is one of the most 
important actions that you will take during your tenure of office. 

You must weigh on one side the fact that controls require paper 
work and bring other nuisances to business; the possibility that 
controls may hinder the institution of new enterprises; the recognition 
that controls restrict the freedom of choice of businessmen and 
consumers; the knowledge that controls are foreign to our American 
system. Against these you must weigh the destructive forces that 
would be let loose if this act were not extended. 

You have it in your power to end controls any time you feel that 
normal relationships between supply and demand have been restored 
by the expansion of our productive facilities. But you could never 
regain control, once released, over the inflationary forces which now 
press upon the very foundations of our national security. 

. In this transitional phase of our defense program, military needs 

have taken only about 8 percent of our total national production. 
During the 7 months after Korea, the causes of inflation were psy- 
chological more than economic. The people bought in anticipation of 
shortages. Business raised prices in anticipation of price ceilings. 

From now on the inflationary forces will grow out of hard economic 
facts. By the end of this calendar year, military production will 
take 15 percent of the national product and a year from now it will 
require nearly 20 percent. 

This rise in military production will create further powerful infla- 
tionary pressure. The supply of goods for civilian consumption will 
be reduced as military needs cut into materials, resources, and pro- 
ductive capacity. At the same time, the supply of income—wages, 
salaries, and other payments for defense work—will be increased. 
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The people who earn this increased income are constantly in search 
of a better standard of living. Like all Americans they feel entitled 
to spend it. But if they spend the additional income while the supply 
of goods is limited, they will not get a better standard of living. 
They will merely bid up prices. We must give assurance that if the 
American people must defer their legitimate ambitions for a rising 
standard of living, they will not be penalized by inflation. We must 
provide a reasonable stability of prices unto the day when productive 
capacity has been expanded to supply their complete needs. 

The defense program will be impaired if we fail to hold prices level. 
Already the services have been forced to ask for supplementary 
appropriations to make up for price increases since Korea. The 
greatest part of our defense buying still lies ahead. We must not 
force the American people to pay twice for their defense—once in 
original appropriations and again when inflation requires additional 
appropriations for the same number of guns or tanks or supplies. 

We have always been ready to admit that price controls functioning 
alone will not furnish the complete answer to the threat of inflation. 
On the other hand, we are completely convinced that without direct 
controls the other antiinflationary policies would not be adequate. 

Some economists argue that price ceilings are not the way to stop 
inflation. They point out that price ceilings are like a weight tied 
on a safety valve. They say these ceilings do not prevent inflation, 
but only suppress it or postpone it. 

They recommend instead that we reduce the pressure in the boiler 
by using over-all or indirect fiscal and monetary measures to reduce 
the general demand. These measures are heavy taxation and strin- 
gent restrictions on credit. 

Yet now we have price ceilings. To some observers, this looks as 
if we are relying on the wrong weapon. 

Actually, this is not true. We have in fact put our reliance on all 
three weapons. Taxes have been increased and the Government is 
still running in the black. Credit restrictions have been applied. 
And we are using allocations of materials and production controls. 
All of these are being used in addition to price controls. 

We have not made enough use of the first two weapons—taxation 
and credit restrictions. We need to increase taxes and restrict credit 
further because the increase in defense expenditures will really take 
hold in the latter part of 1951. But the majority of economists do 
not believe that we should discard the third weapon, the price ceilings. 
We should not rely on it alone, but neither should we go to the other 
extreme and discard it. We need all three weapons. 

There are several reasons for this. 

The first reason is that we probably won’t increase taxes and 
restrict credit enough. We haven’t done it up to the present time, 
and we aren’t likely to do it in the future. And, there is a real eco- 
nomic question whether those measures could stop inflation, without 
restricting production. 

There is real danger that taxation heavy enough to stop inflation 
would reduce incentive: that really severe credit restrictions would 
restrict the operations of many new and enterprising firms that could 
not finance themselves. This also would hamper all-out production. 

In addition, there is such a tremendous backlog of liquid assets in 
the hands of many consumers and business firms that they could bid 
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away most of the consumption and production goods from the others. 
The result would be an unequal, Senhakeltl and uneconomic dis- 
tribution of goods and services that would unfairly distribute con- 
sumption and seriously curtail production. 

Under these circumstances, we probably could not maximize war 
production. Consumers, for instance, would be bidding high for 
chromium trim on automobiles, or for aluminum, at a time when it 
was needed for munitions, as they did early in World War IT and 
again in 1950. The remedy that is obviously needed is the one that 
was applied—allocations and price ceilings for those products. The 
same thing is true, only less spectacularly, of many other goods. 

If you require further persuasion as to the necessity for backing up 
the defense program with price stabilization, you only need recall 
the experience since Korea. It might be well to review what has 
happened to some of the economic indicators which may be used as 
gages of the price level. 

From the outbreak in Korea to the issuance of the General Ceiling 
Price Regulation, prices for 28 sensitive, basic commodities jumped 
47 percent, or an average of nearly 7 percent a month. After price- 
control action had time to take effect, these prices have declined 
steadily—at a rate of nearly 3 percent a month—from the all-time high 
of February 16. 

Primary market or producers’ prices climbed 15 percent or an 
average of more than 2 percent a month between the Korean outbreak 
and the end of January, but further advances have been brought to 
a halt. On May 1 these prices averaged no higher than on February 13. 

Price movements for basic and producers’ commodities are not 
generally reflected on retail store shelves until the necessary time for 
processing and distribution has elapsed. Therefore, some delay must 
be expected before consumers can benefit fully from lower prices for 
basic commodities or stable prices for producers’ commodities. Never- 
theless, consumers’ prices which had advanced an average of more than 
1 percent a month between June and February, rose only 0.4 percent 
from February to March-—less than during any of the previous 
6 months. 

It should be pointed out that slightly more than half the items 
making up the Consumers Price Index are under our controls. 

We are certain that this slowing up and partial reversal of the in- 
flationary trend would not have occurred without the imposition of 
our general freeze. We are certain that if price increases had continued 
at an unrestricted pace those who now refuse to give the program 
credit for the improvement would surely have blamed it for the failure 
to reduce the speed of inflation. It was the freeze that met the psycho- 
logical inflation of panic buying and hoarding with action designed to 
restore confidence that the Government was moving in earnest to 
produce stability. 

Those who advocated a voluntary or a selective approach certainly, 
in review, must admit that each appeal for voluntary restraint and 
each selective action served notice on other industries that they would 
be next and thus accelerated the inflationary trend. 

The General Ceiling Price Regulation of January 26, imposed after 
a period of rapid and unequal price changes, left inevitable i inequities 
and distortions. Unimpeded defense production and national morale 
require that we restore more normal relationships between those who 
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attempted voluntary compliance with Government standards and 
those who unfairly took advantage of an abnormal period or who found 
their sales prices bid up by the market much more than was required 
to compensate fairly for increase in cost. 

We have made significant headway in this direction and in doing so 
we have taken into consideration, as far as possible, the normal prac- 
tices existing in business. 

In the General Manufacturers’ Regulation we have permitted the 
addition of post-Korean increases in raw material and factory wage 
costs to pre-Korean sales prices, giving relief to those whose prices 
had been frozen too low while making necessary corrections where 

rices had risen far more than costs. Since manufacturers usually 

ase their prices on detailed computation of their costs, we permitted 
each manufacturer to compute his ceilings from his own records and 
to select from several different methods of computation the one best 
suited to his own operating and record-keeping practices. 

Similar regulations have been issued for various groups of dis- 
tributors with the same purpose of cutting back abnormally high 
prices while giving relief to those who have suffered an unfair squeeze. 
In accordance with trade practices, these regulations fix the margins 
allowed the distributor over his cost. 

We have issued a substantial number of other regulations. The 
report I have filed with your committee discusses all of our major 
actions. Reading it you will recognize that they are not a collection 
of haphazard stabs at inflation, but form a pattern that has been 
logically developed and is being developed further. We are trying 
to build a stable and workable structure of controls, designed to 
withstand the economic pressures we face and properly adapted to 
the widely varying pattern of business practices. 

There is no short cut to effective price controls. There must be 
consultations with industry. There must be the gathering of facts 
and figures. There must be an attempt to perfect the results of 
various price actions. There must be consultation with other Gov- 
ernment departments. There must be long and considered staff 
discussions of the proposed action. 

All these are time consuming but necessary. No business takes 
any broad action or institutes a new program without preliminary 
surveys, planning, studies, and an attempt to envision the results of 
the proposed step. It caused impatience with the speed with which 
we proceeded. But it resulted in sound action and a stable program. 

We were faced with a task of creating, almost overnight, a large 
organization within the limitations existing at the moment—limita- 
tions of time, staff, space. But within these limitations we have 
succeeded in establishing a national organization, 14 regional offices, 
88 district offices in the continental United States and in the Terri- 
tories and possessions. Gradually we are delegating certain operat- 
ing responsibilities to these offices. They can then serve as the first 
line of contact with business and the general public. 

There are many problems sti!! to be resolved. Leaving their 
solution solely to natural forces might save a good many vexations. 
But an attempt to rely on those same natural forces from June to 
January was almost disastrous. Our defense production program 
and the future of our people must not again be exposed to the risk 
of such disaster. 
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I urge the Congress to extend the stabilization authority in the 
Defense Production Act for 2 years as the President has requested. 

Our operations under the Defense Production Act of 1950 have 
demonstrated the need for several amendments. It is a tribute to 
the care and deliberation with which Congress considered the De- 
fense Production Act that the amendments are relatively few and 
that the act originally drafted and approved by Congress was so well 
constructed to meet the exigencies and urgencies of the preliminary 
days of mobilization. 

I strongly urge that Congress enact these amendments. In my 
detailed statement to be inserted in the record, I have discussed in 
detail these amendments and their significance to the price-stabiliza- 
tion program. 

(The following is the prepared statement filed by Mr. DiSalle:) 


Price STABILIZATION TO DaTE 
FROM KOREA TO THE PRICE FREEZE 


These hearings, called to explore all of the issues involved in the 
extension of the Defense Production Act, offer a welcome opportunity 
to the Office of Price Stabilization to report to the Congress on its 
objectives, achievements, and problems. 

The Korean invasion on June 25, 1950, aroused the free world. 
It made clear to the American people that this Nation needed a much 
higher level of preparedness to assure the national security. Congress, 
therefore, laid the basis for the defense production program by passing 
the Defense Production Act of 1950. 

In its consideration of this act, Congress recognized that the eco- 
nomic pressures arising from a production effort of the necessary size 
might require a full program of economic stabilization; and Congress 
provided for such a program in the act. By September 8, 1950, when 
the act became law, the price level had already risen substantially. 
Earlier in the year a growing prosperity had raised business activity 
and reduced unemployment. 

The American economy was working fairly close to full capacity. 
Prices as reflected in the Weekly Wholesale Price Index of the Bureau 
of Labor Statistics had risen from 151 (1926100) in January to 157 
just before the outbreak in Korea. After June 25 the fear that the 
war might spread and might lead to inflation and shortages caused a 
wave of panic buying, and by the time the Defense Production Act 
was passed, the Wholesale Index had climed to about 169. 


AGENCY ESTABLISHED 


On September 9, the President issued an Executive order establish- 
ing the Economic Stabilization Agency to exercise the stabilization 
authority granted him in the new law. As this po! began to organ- 


ize, public excitement had somewhat abated, and people had begun to 
recognize that no commodity shortage was in sight. 

American industry met the expanding demand with rapidly increas- 
production of civilian goods. It was able to replenish the shelves 
of distributors which had become depleted during the buying wave, 
and to supply business generally with the substantially larger inven- 
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tories that were wanted under these conditions: At the same time, 
industry was preparing to meet the challenge of the defense production 
program. 

The return of calmness on the part of the general public and the 
demonstration of the country’s huge productive power were enough 
to make the price trend level off. The Economic Stabilization Agency 
took no immediate action for direct price control. 

But in late November the character of the Korean conflict changed 
with the intervention of the Chinese Communists. An expansion of 
the defense program was requested by the President and approved by 
the Congress. Immediately another rise in prices got under way. 
The Director of Price Stabilization, who took office on December 12, 
immediately joined the Economic Stabilization Administrator in 
efforts to enlist cooperation of industry in avoiding price increases. 
Voluntary agreements not to raise prices were achieved with leading 
producers in a few basic industries. On December 19, the Economic 
Stabilization Agency issued a set of voluntary standards for business- 
men to follow in setting their prices. 


VOLUNTARY CONTROLS INADEQUATE 


It soon became clear, however, that a program of voluntary action 
was not enough to halt the inflationary trend. In fact it aggravated 
the pressures by stimulating the fear of inflation. The Director of 
Price Stabilization, therefore, asked for authority to impose regula- 
tory controls. This authority was delegated to him by the Economic 
Stabilization Administrator on January 2, 1951. 

At this point the suggestion was advanced that selective controls 


might be sufficient to keep prices in check. But after surveying the 
situation the Director of Price Stabilization came to the conclusion 
that selective controls could do the job no better than voluntary 
action. Each ceiling on the product of one industry was bound to 
serve notice on other industries that they would be next. Thus the 
inflationary trend would be accelerated. 


THE GENERAL FREEZE 


The Wholesale Price Index reached 180 during the latter part of 
January 1951. During the previous 12 months it had advanced as 
follows: 4 percent from January to June 1950; 8 percent from June to 
September; and another 6 percent from November 1950 to January 
1951. There was no other choice left but the imposition of a general 
price freeze. On January 26, 1951, the Office of Price Stabilization 
issued its General Ceiling Price Regulation. This applied the brakes 
to the violent upsurge of inflation. 

The price rise could not be completely halted at that moment, 
especially since prices of a substantial number of import commodities 
could not be placed under controls. 

The Wholesale Price Index continued to rise at a slightly slower 
rate until February 13, when it reached 183.4. Since then it has only 
shown fractional changes. It never reached 184, and on May 1, it 
was at the same level as on February 13. 
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EFFECTS ARE FELT 


Both the inflationary rise and the effect of the brakes put on it 
were dramatically illustrated by the more sensitive index of prices for 
28 industrial raw materials and raw foodstuffs compiled by the Bureau 
of Labor Statistics. This index increased 47 percent between the 
outbreak of war in Korea and the imposition of the General Ceiling 
Price Regulation—a rise averaging nearly 7 percent a month. It 
reached a record high on February 16 and since then has receded more 
than 5 percent from that peak. It has declined during 10 of the last 
11 weeks. 

Prices at retail stores move more slowly and within a narrower 
range. Their lag behind basic market and wholesale prices is due to 
the time required for processing and distributing goods to retail 
stores. Nevertheless, there are indications that price control has 
also brought stability to the cost of living. Between Korea and the 
General Ceiling Price Regulation the Consumers’ Price Index of the 
Bureau of Labor Statistics advanced about 7 percent, or an average 
of almost 1 percent a month. The Consumers’ Price Index for March 
15, however, showed an increase of only 0.4 percent since February 
15, the smallest for any month since Korea, and only a third as much 
as the rise during the preceding month. No later figure on the cost 
of living is available but preliminary indications are that any in- 
crease between March 15 and April 15 will again be small. 

Some are saying that the checking of inflation has been brought 
about by ‘‘natural economic forces,’’ by the falling in demand and the 
liquidation of overstocked inventories. But in the absence of price 
ceilings the frantic consumer buying and piling up of inventories, 
which went on in many fields until the end of January, might well have 
continued much longer—possibly until the time when physical short- 
ages developed as a result of the expanding defense program. The 
psychological inflation of panic buying and hoarding would then have 
passed without a break into the physical inflation of acute shortages, 
and the two stages together could have set off a runaway spiral of 
prices and wages “that would have ruined our economy. 


PANIC BUYING HALTS 


Instead, the notice served upon the public by the government that 
inflation was to be halted gave people the confidence to stop panic 
buying. It made businessmen realize that the time had come to 
reduce inventories rather than to increase them for the purpose of 
speculation. If OPS action was not solely responsible, it surely was 
of crucial importance in getting consumers and business back into a 
more normal frame of mind, giving merchants time to think of mer- 
chandising instead of scrambling for goods. 

This is widely recognized as a fact by those businessmen most 
closely in touch with the attitude of the buying public—retailers. 
The New York Times recently gave prominence to an analysis of the 
situation in which the price freeze was credited with causing the end 
of panic buying. A department store head was quoted as a principal 
authority. A copy of this report of the New York Times is attached 
to this statement as Exhibit A. 
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OPS Actions SINCE THE FREEZE 
GENERAL PROGRAM TO REPLACE THE FREEZE BY TAILORED REGULATIONS 


In issuing the General Ceiling Price Regulation—known as GCPR— 
we publicly stated that it was not an enduring instrument of price 
control and that it would have to be replaced as swiftly as possibie by 
tailored regulations. Unavoidably there were many inequities and 
distortions in the price picture when the GCPR camera was snapped. 
There were “lags’’ and “‘squeezes’”’—in the case of sellers whose casts 
were raised during the base period but who had not yet adjusted tneir 
prices. There were runaway advances—in the case of sellers who had 
pushed their prices higher than the costs required, or in the case of 
prices bid up by speculation. 

There also was the basic problem created by the voluntary appeal 
of December 19, 1950. The responsible businessmen who had tried to 
cooperate with the Government were penalized by the general freeze 
formula, while the firms which flouted the voluntary standards were 
given an advantage. 

A third problem was that of new items. New items play an im- 
portant merchandising role in many consumer goods industries, and 
improvements and changes constantly appear throughout American 
industry. The freeze technique cannot be used since “there i is no base 
period sale or price to be frozen. Some type of margin control is 
necessary. The GCPR formula for new items prescribed the same 
margin as that realized on comparison commodities, but this is 
necessarily general and permits looseness in application by the sellers. 

To take care of all such problems we have to resort to regulations 
“tailored” to the conditions of particular industries. Tailored regula- 
tions wipe out—or at least substantially lessen—the inequities and 
distortions by providing appropriate price adjustments and roll-backs. 
Tailored regulations provide relief to those firms that observed the 
voluntary standards. And under tailored regulations it is possible to 
provide effective formulas for pricing new items. 

Our objective has been to set in these tailored regulations exact 
dollars-and-cents ceilings for most goods. That requires care and 
time. We have been able to develop a number of dollars-and-cents 
ceilings. But for the most part this stage has not yet been reached. 

The tailoring program did not contemplate that we would always 
move at one stroke from the broad instrument of GCPR to the 
ultimate dollars-and-cents ceilings. In the case of hides, for example, 
the OPS first issued a ‘formula’ regulation, setting ceilings at 
November 1950 levels (Ceiling Price Regulation 2, January 25, 1951). 
On March 15 this regulation was revised by translating that formula 
into specific dollars-and-cents ceilings. In the General Manufac- 
turers’ Regulations (CPR-22) the OPS took a large block of commodi- 
ties out of the GCPR under a formula designed to bring prices and 
production costs into a more normal balance. This is an interim 
measure pending the writing of regulations for particular industries. 

Some commodities were stabilized in December by a series of 
voluntary understandings between the producers and the Govern- 
ment. These arrangements, unlike the voluntary standards of 
December 19, set forth specific prices. These commodities included 
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such basic materials as steel, copper, lead, zinc, rayon, and sulfur. 
These specific prices were generally maintained and as a consequence 
there have not arisen such distortions and inequities as characterized 
the prices of most goods under the GCPR. _ 


MAJOR REGULATIONS 


Since January 26, the energies and resources of our limited staff 
have been largely devoted to developing tailored regulations in certain 
fields of major importance. We concentrated on three types of 
regulations—those involving very large numbers of sellers, particularly 
at retail; those involving commodities of signal importance in the cost 
of living or the economic structure; those repairing the inequities and 
inadequacies of the GCPR which created pressing supply or adminis- 
trative problems. We summarize herewith the most important of 
these major regulations: 

(1) General merchandise at retail (CPR-7).—We began work earl 
on a regulation for retailers of most consumer goods other than foud. 
to be issued as promptly as possible following the freeze. The diffi- 
culties of price control in this field were fully experienced during 
World War II. The constant influx of new items very quickly makes 
any freeze outdated. There is tremendous variety in the type of retail 
operations with corresponding variety in margins normally realized. 

the technique of the “pricing chart”? was provided in CPR-7 to 
meet these problems. For all merchandise handled by the retailer 
on a listing date (February 24, 1951) the retailer states his costs and 
prices on a pricing chart. The merchandise is divided by specified 
categories. When merchandise is later bought by a retailer at a cost 
appearing on the chart for that category the corresponding price on 
the chart is his ceiling. 

For a purchase whose cost does not correspond to any cost on the 
chart in that category, the retailer may not exceed his margin for the 
next lower cost item or the average margin for the category. The 
regulation provided for adjustment of list date margins both upward, 
in certain squeeze situations, and downward in the case of inflated 
margins. Detailed appendixes define the categories, and specify exact 
percentages for use when a store’s experience is not sufficient for a 
pricing chart. 

This type of regulation, corresponding generally to one used by 
OPA, was recommended by retail committees as the fairest, clearest, 
and most enforceable type of price control in this field. After some 
experience we will be able to compare margins realized under the 
regulation with pre-Korea margins and make appropriate adjustments. 

The regulation as issued February 27, 1951, covered principally 
apparel, shows, household textiles, and furniture items. It applied 
to an estimated 200,000 retailers. It was amended April 5 to embrace 
an additional 75,000 retailers and to cover housewares, silver, china 
and glassware, luggage, sporting goods, musical instruments, and 
other items. 

(2) Food wholesalers and retailers (CPR 14, 15, 16).—These regula- 
tions covering the so-called dry groceries and affecting 60 percent 
of food items in the 500,000 retail food stores, provide specific per- 
centage margins for 38 food categories. The regulations are modeled 
after OPA regulations considered effective in this field. Retailers are 
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placed in four groups according to the type of operation and gross 
volume of the store, with smaller margins permitted for the chains 
and large supermarkets. 

These regulations removed many inequities, squeezes, and excessive 
margins found under the GCPR. They provide the foundation for 
“community pricing’’— that is, dollars-and-cents ceiling prices, deter- 
mined for each locality and posted in the stores for all to see. This 
system, used in World War II, will be established as soon as a suffi- 
ciently large number of food items can be brought under tailored 
regulation at earlier levels of production and distribution. 

(3) Manufacturers’ regulations —The general manufacturers’ reg- 
ulation (CPR-22) issued April 25, 1951, sets the pattern of OPS ceil- 
ings at the manufacturers’ level during the interim period following 
the general freeze. 

The basic formula of the regulation is simply pre-Korea prices, plus 
increases in costs of factory labor and manufacturing materials up to 
certain cut-off dates. The manufacturer has the option of selecting 
any quarter in the year preceding the Korean outbreak. The cut-off 
date for labor costs and for costs of materials generally classifiable as 
raw materials is March 15, 1951. For materials which are themselves 
manufactured materials priced under the regulation, the cut-off date 
is December 31, 1950. 

This regulation has the effect of correcting many of the inequities 
frozen into ceilings by the GCPR. It restores more normal price-cost 
relationships by achieving roll-backs where prices have outpaced costs 
since Korea and permitting increases where the GCPR resulted in 
squeezes. It establishes a pricing method which does not favor those 
who ignored the voluntary appeal of December 1950 and does not 
penalize those who cooperated. 

The manufacturers’ regulation, unlike the retail regulations, is not 
intended to be an enduring regulation. It is a general interim regula- 
tion which will be replaced in due course by tailored regulations for the 
particular industries and commodities. Several companion regula- 
tions to CPR-22 will apply the basic formula and spirit of CPR-22 
to the problems of specific industries. 

The general manufacturers’ regulation applies to an estimated 
75,000 industrial firms. It blankets a vast area of products including 
radio and television sets, household appliances, many textiles, furni- 
ture, many building materials, a wide range of processed foods— 
generally those not involving seasonal problems, most chemicals, 
paper and paper products. Among exempted items are canned, 
frozen, and dried fruits and vegetables, drugs and cosmetics, dairy and 
bakery products, and tobacco products, as well as primary metals, 
alloys and metallic ores, and fabricated structural steel. 

The regulation gives the manufacturer alternative methods of 
figuring his cost increases. He may use the one he finds most con- 
venient for his system of cost records, and most suitable to the nature 
of his business. 

(4) Beef regulations.—Beef, a basic cost-of-living commodity, was 
covered by specific dollars-and-cents ceilings announced April 28, 1951, 
for all sales at wholesale (CPR-—24) and retail (CPR-25 and 26). 
At the same time we issued a livestock regulation, governing prices 
payable by packers and slaughterers (CPR-23), and also a distribution 
records regulation. The regulations affect some 300,000 meat re- 
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tailers and 25,000 packers, slaughterers and other meat wholesalers, 
as well as livestock producers and feeders. Numerous conferences 
with industry people were held before the regulations were issued, 

These beef regulations must be considered in the context of the 
program of slaughter control which was the first major OPS action in 
the meat field. Under Distribution Regulation 1 issued February 9, 
1951, all commercial slaughterers are registered with OPS. The 
purpose of Distribution Regulation 1 is to maintain the satisfactory 
meat distribution pattern of 1950. This will be done by limiting the 
entrance of new slaughterers into the business, and by allocating to 
each registered slaughterer a quota which will let him slaughter in 1951 
the same proportion of the meat animal supply as he slaughtered in 
1950. 

The livestock price regulation makes three reductions in the prices 
that may be paid for live cattle. The first reduction is 10 percent on 
the average price that the slaughterers can pay for live animals in each 
accounting period. Most of this first reduction is to eliminate the 
squeeze on slaughterers and merchants caused by the continued rise of 
live cattle prices after meat prices were frozen in January, and thus to 
restore adequate operating margins. Livestock had not been con- 
trolled under GCPR but it was announced at that time that a livestock 
regulation would be issued as soon as practicable. 

Additional live cattle price reductions of approximately 4}; percent 
have been announced for August 1 and October 1, to be accompanied 
by corresponding reductions in the price of beef to the consumer, 
After the final reduction, live cattle ceilings will exceed parity by an 
amount estimated at 20 to 25 percent and will exceed the May 24 to 
June 24, 1950, minimum provided in section 402 (d) of the Defense 
Production Act. 

Because of the major importance of beef price control, the dollars- 
and-cents ceilings have been worked out in great detail, and specific 
prices are provided for each type of seller, cut, grade, and for various 
zones. These dollars-and-cents ceilings, which must be posted at 
retail stores, are indispensable to effective, enforceable price control 
of meat. The regulations eliminate certain price distortions and 
accidental variations in ceilings which were frozen by the GCPR, 
and provide ceiling differentials geared to freight costs to permit free 
flow of supplies. 

The total reduction of beef prices at retail will amount to an average 
of 8 to 9 cents a pound, and will save consumers an estimated 
$700,000,000 annually. 


RELATION OF TAILORED REGULATIONS TO FREEZE LEVELS 


The price levels of the tailored regulations developed by OPS since 
January have been related to GCPR levels in various ways. Some 
tailored regulations have accomplished roll-backs; some have merely 
preserved GCPR levels; while others have permitted necessary 
increases. 

(1) Roll-backs: In the case of several highly speculative commodi- 
ties which increased sharply in price after Korea, the OPS issued roll- 
back regulations. These roll-backs carry out the over-all stabilization 
objective and in some cases avoid the necessity of price increases for 
persons buying and using these materials. 
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Examples of these roll-backs are to be found in the case of hides 
(CRP-2); steel scrap (CPR-—5); a variety of fats and oils, including 
tallow (CPR-6); and cotton and linen cuttings used by the paper 
industry (CPR-28). 

(2) Panivedent levels: In another group of commodities, largely 
agricultural in origin, OPS has replaced the general formula of the 
GCPR by specific dollars-and-cents ceilings which maintain the same 
general levels as the GCPR. Examples of these regulations are to 
be found in the case of green coffee and cocoa (Supplementary Regu- 
lation 3 to GCPR), cotton (CPR-8), and milled rice (CPR—12). 

The tailored regulation for petroleum products which generally 
preserves the December 19, 1950, to January 25, 1951, levels, does not 
set specific dollars-and-cents ceilings but provides pricing instructions 
consistent with the practices of the industry. The regulation has 
been so constructed as to permit the insertion of dollars-and-cents 
ceilings as they are developed for particular items and _ localities 
(CPR-17). 

(3) Price increases: In other cases, OPS has determined that cost 
increases for the producers were so substantial as to require an increase 
in prices above those provided by the GCPR. Perhaps the most 
notable of these are the regulations dealing with soft coal (CPR-3) 
and anthracite (CPR-4). These producers were faced with a very 
substantial wage increase, negotiated in late January before the wage 
freeze announced January 26, which could not be absorbed by the 
industry, especially since many small sellers operate on narrow 
margins. 

Similarly, in the case of carpets, where cost increases in the imported 
raw materials were unusually steep, a price increase was permitted 
(Supplementary Regulation 11 to GCPR). 

Recently the Economic Stabilization Administrator has laid down 
an earnings standard to be used in judging requests for industry-wide 
price increases, once the interim phase of readjustment from the 
GCPR is completed. This standard will permit general increases 
only to the extent necessary to allow an industry to earn, before 
taxes, profits equal to 85 percent of those in the best 3 of the 4 years 
1946 to 1949, inclusive. Only exceptional reasons of public policy 
will justify increases beyond this level. The Office of Price Stabiliza- 
tion is preparing a more detailed interpretation of this standard, as 
well as a clarification of the necessary exceptions, among which are 
increases required for supply reasons. 

(4) Production: Maintenance of maximum defense production is 
one of the fundamental standards considered by OPS. By setting 
ceilings realistically in relation both to costs and to prices of other 
commodities, the OPS removes any impediments to maximum defense 
production. 

In the case of one vital commodity, tungsten concentrates (CPR-19) 
at the request of the agency responsible for production we set a ceiling 
not only on the basis of costs of current production but at a level 
which was considered necessary to encourage extensive exploitations 
of low-trade ores and compensate for the increase in costs entailed in 
the required additional investments. 
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OTHER REGULATIONS FOR MANUFACTURERS 


We have already discussed CPR-22, the General Manufacturers’ 
Regulation, which is basically an interim regulation. A number of 
other regulations are following this—virtually companion regulations 
to CPR-22. They will provide somewhat more tailored methods of 
taking commodities out of the GCPR. They apply the basic formula 
and conception of the General Manufacturers’ Regulation, pre-Korea 
prices plus labor and materials cost increases. But they are geared 
to the special problems and practices of the industries concerned. 

The most extensive of these is the machinery regulation (CPR-30), 
announced May 4. It is applicable to prime movers; farm equip- 
ment; insulated wire and cable; forgings, stampings, and screw machine 
products; and other specified types of machinery, equipment, and 
subassemblies. These commodities have similarities in marketing 
practices and production problems. To some extent the machinery 
regulation will also be supplanted by other regulations making further 
refinements. 

Regulations for woolen yarns and fabrics, cotton textiles, apparel, 
and shoes, are also in process.of issuance. They will provide more 
specific and definite instructions, in the light of industry practices, for 
determining pre-Korea prices and measuring subsequent cost increases. 

The refinement of CPR 22 ceilings will take place not only through 
entirely new regulations, but also through supplementary regulations. 
These will continue in effect most of the provisions of CPR 22 but. 
make special adjustments to cover specific industry problems. 

Upholstered furniture is an example. A supplementary regulation 
will permit furniture and bedding manufacturers to use the industry’s 
standard ‘‘cover grade charts” for pricing upholstered products. The 
ceilings will be calculated in muslin and the cover grade charts will 
provide the differentials for various upholstering materials. 


THE WHOLESALE LEVEL 


Some of the tailored regulations which have been issued cover the 
wholesale as well as the manufacturing and retail levels. Examples 
are to be found in the regulation for dry groceries (CPR-14), beef 
(CPR 24) and petroleum products (CPR 17). 

There is also under consideration a general wholesaler amendment 
to the GCPR. This is necessary not only to provide for problems 
raised by the GCPR freeze, but also to take account of the new price 
changes required by the General Manufacturers’ Price Regulation. 
However, a general wholesalers’ regulation is not a final answer to the 
problems in this field, especially in view of the complexity of type and 
function of wholesalers. In this field, as in others, we plan to move 
increasingly to tailored regulations. 


THE RETAIL LEVEL 


The retail trades have, of course, been a major concern of OPS 
since the freeze. There are nearly 2 million retail sellers. The range 
of products is enormous. There is paramount need for sound and 
simple pricing rules which reflect a fair pricing method, eliminate 
inequities and squeezes, and are easy to administer and enforce. 
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The OPS retail regulations vary in form and mechanics. The 
differences reflect our best judgment as to what is practicable for the 
different kinds of retail trade. But the common objective of the 
retail regulation has been to restore normal margins to the extent 
practicable. 

For example, the “pricing chart’? method of the general merchan- 
dise regulation (CPR 7) and the specific percentage margins in the 
food regulations (CPR 15, 16) represent very different price-control 
techniques. But these reflect the differences in the types of sellers 
and trades. The Office of Price Stabilization will study earnings 
actually realized under both these broad regulations and compare 
them with base period experience to determine whether these regula- 
tions are sound and fair or should be adjusted. 

Restaurants have been the subject of a new type of regulation. 
They are held to their pre-Korea margins, expressed in terms of 
“food cost per dollar of sales,” the pricing method which is used and 
understood in this industry. This approach was necessary because 
of lack of firm control over many food costs. ‘This is a gross-margin 
regulation. Although there is no ceiling price on any particular meal, 
the restaurant must be in compliance at the end of each 4-month 
period as to its gross margin. This approach, if it proves fully prac- 
ticable, offers advantages in the way of flexibility for the businessman 
to meet changing conditions. . It raises certain obvious problems of 
administration and enforcement, however. This type of retail price 
control was not used by OPA and its possibilities remain to be studied 
and considered. 

For other types of retailers, the regulations have provided still 
other approaches. Retail coal dealers remain under the GCPR 
but may increase prices by the dollars-and-cents amount of the in- 
crease permitted in mine prices (Supplementary Regulation 2 
to GCPR). Filling stations have been given a freeze-formula regula- 
tion but have been permitted to obtain a minimum margin of 4 cents 
a gallon in order to relieve squeezes caused by price wars in some locali- 
ties in the base period (CPR 13)... 

In all cases, a practicable method was sought to avoid the problems 
of the freeze and yet keep retail prices stabilized, with pre-Korea 
margins as the ultimate standard. We have improved the method 
of price control as compared with GCPR for an impressive number 
of retail sellers. Based on 1948 census data, the number of these re- 
tailers is estimated approximately as follows: 


ee ERE SARA eee ei aT WEE, sR ge aR 270, 000 
Sr I oe ee se ee ee ee bee 500, 000 
Rating and Grinking places: ool 2 22 eel... 350, 000 
Gasoline service stations__________...___- Ee re Cin ee rae AUamne es 180, 000 
Frise ee, Gee Ons NR es re a ee ese ded Qeiza 20, 000 

ac a a RAAB EIT Me 1, 320, 000 


HARDSHIPS AND ADJUSTMENTS 


1. Individual adjustments: Since January 26, 1951, there have been 
many requests for individual adjustments of GCPR prices and relief 
from distortions and inequities. Basically, the OPS has taken the 
position that inequities and squeezes could be most effectively relieved 
by concentrating on general regulations. For example, the 4-cent 
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margin allowed to filling stations frozen with squeezed margins in 
the base period removed a large area of hardship cases (CPR 13). 

The adjustment applications have been most urgent at the manu- 
facturer and wholesaler level. The general manufacturers’ Regula- 
tion (CPR-22) and the wholesalers’ regulation soon to be issued, will 
take care of most of these problems. 

In addition, OPS has opened a procedure under CPR-—22 and also 
for manufacturers left under the GCPR, whereby any seller can 
obtain an adjustment order if he shows that the ceilings are requiring 
loss operation. 

Some of the tailored regulations have contained provisions for in- 
dividual adjustments, for example, in the petroleum regulation 
(CPR-17)—because of depressed base-period prices, or for reasons 
of essential supply. 

As further problems requiring individual adjustments are en- 
countered, further provisions will be made. 

Military contracts and subcontracts: An important class of in- 
dividual adjustments was provided by Supplementary Regulation 2 
to the GCPR (February 1, 1951). That regulation, which provided 
for exemption of strictly military items, also established a procedure 
for individual adjustments for persons in a hardship stitution whose 
supply is needed by the armed forces, either on a prime contract or 
subcontract. Approximately 20 applications have been received as of 
the end of April 1951. All but a handful arrived in the last 2 weeks. 
Some adjustments have been granted or decided upon; the others are 
under consideration. 

3. Crop disasters: Section 402 (d) provides for adjustments of ceil- 
ings on agricultural commodities in case of substantial reductions of 
crop yields and hazards in agricultural production. Pursuant to this 
provision, the OPS granted an emergency increase for Texas citrus 
damaged by freezing last winter (GCPR, Supplementary Regulation 9). 


EXEMPTIONS 


A number of orders issued by OPS have granted exemptions, based 
typically upon the extreme administrative impracticability of price 
control coupled with the fact that the item is insignificant in the cost of 
living. Such exemptions or suspensions have been granted in the case 
of flowers; experimental chemicals; fees of summer camps; blind- 
made goods sold by nonprofit agencies for the blind; merchandise with 
the brand of the Girl Scouts and Boy Scouts and Future Farmers of 
America, etc. 

ADMINISTRATIVE PROBLEMS 


In developing the extensive body of regulations here discussed, the 
Office of Price Stabilization had to overcome severe handicaps. We 
were faced with the task of creating, almost overnight, a large organi- 
zation within the limitations existing at the moment—limitations of 
time, staff, space, and other facilities. From 150 people in the middle 
of January, we have grown to 5,400, of whom two-thirds are now in our 
field offices to provide on-the-spot service. We had to recruit business 
specialists, attorneys, economists, statisticians, accountants, enforce- 
ment agents, information specialists, and management personnel. 
The recruitment of so large and varied a staff in an atmosphere of 
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utmost urgency necessarily involves a percentage of error. We feel 
that this percentage has been remarkably small. 

While we were building this organization we could not halt our 
operations. There had to be consultations with our industry advisory 
committees, which will eventually number 600 to 700. 

There had to be gathering of facts and figures, and continuous 
attempts to develop efficient regulatory techniques adapted to the 
varying pattern of trade practices and business structures. There 
had to be consultation with other Government departments and staff 
discussions of every proposed action. 

All these are time-consuming but necessary. No business takes any 
broad action or institutes a new program without preliminary surveys, 
planning, studies, and an effort to envisage results of every proposed 
step. In the development of our program, much the same approach 
was necessary. It involved time, but we believe that it resulted in 
sound action and a stable program. 

The rapid progress of our program has been aided in very great 
measure by the fact that we had the benefit of the experience of our 
wartime predecessors. We can select tools and techniques that the 
Office of Price Administration found strong and workable, some of 
them after much trial and error. We can keep away from the ap- 

roaches and methods which failed to meet with acceptance or success. 

ut in a number of measures, such as the General Manufacturers’ 
5 i we have devised new approaches to meet the new problems 
ot today. 


NEED FOR EXTENSION OF STABILIZATION AUTHORITY 


As the Director of Defense Mobilization has repeatedly stated, we 
may hope that in 2 years our economy can expand to the point at 
which it can deliver the goods required for defense against aggression 
and at the same time supply the normal demands of the civilian 
consumer. However, even an economy as vigorous and resilient as 
ours cannot be expected to accomplish this major job in less than 2 
years. The next 2 years, therefore, will be in many ways the most 
critical in our entire history. If we are to carry through our defense 
program and keep the United States and the free world safe against 
aggression, we cannot permit our energies to be diverted, or our 
resources to be squandered by disruptive inflation. 

Nor can we expect the peril of inflation to end before these 2 years 
are up. We have won the first skirmish at the cost of considerable 
inflation and an even more serious struggle lies ahead. We shall need 
all the powers of the present act during the entire length of the struggle. 


PROMOTES PLANNING AND PRODUCTION 


There are many techincal reasons why a 2-year extension is needed. 
The price-control mechanism which we have established—and are 
developing and improving—is a highly complex machine. Preparing 
and administering fair and equitable controls for the huge and diverse 
American economy is not a simple task and cannot be handled by 
improvisation. Price control cannot be turned on and off with every 
change in market sentiment or in the international situation without 
very serious damage to that economy and to our defense program. 
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If the act is extended for 2 years, business can plan more intelli- 
gently. The assurance that price controls will continue over such a 
period will eliminate the speculative incentive for inventory accumula- 
tion by business and scarce buying by the public generally. If, on 
the other hand, the life of price controls is uncertain, compliance will 
be difficult to obtain, goods will be held off the market, and production 
will be retarded. If confidence in the value of the dollar is not 
effectively maintained, savings will fall off and savings bond redemp- 
tions will increase. There will be a new and more serious buying 
rush—more serious because it will occur at a time when less consumer 
goods will be available. 


RISING INFLATIONARY PRESSURES 


At present, the defense program requires only about 8 percent of 
our total national output. By the end of 1951, it is expected to 
absorb 15 percent and a year from now it will take nearly 20 percent. 
This production effect will generate goods and will generate income. 
So will the construction of new facilities. But the balance between 
civilian income and goods for civilian consumption will be destroyed 
as we divert an increasing proportion of our national output to 
military use. 

The goods and services that agriculture and industry produce will 
be confronted with an increased income in the hands of the people 
who are constantly in search of a better standard of living, to which 
al] Americans feel entitled. If they spend the additional income while 
the supply of goods is limited, they will not get a better standard of 
living, but will merely bid up prices. Certainly, if the American 
public must defer its legitimate ambitions, we must give it assurance 
that it will not be penalized by inflation. We must provide reasonable 
stability of prices until the day when our productive capacity has 
been expanded to supply our complete needs. 

The defense program itself also would be impaired if we failed to 
keep the price level stable. The money appropriated by Congress to 
buy six tanks might buy only four. The quartermaster would get 
fewer boots and blankets than Congress wanted him to have ready in 
stock. Indeed, the services already have been forced to ask for 
supplementary appropriations to make up for price increases since 
Korea. With the most substantial part of our defense program still 
ahead, the threat of inflation remains acute. 


LIMITATIONS OF INDIRECT CONTROLS 


It has often been said that price control cannot prevent inflation 
because it deals only with its symptoms, not with its root causes. To 
prevent inflation, we are told, we have to attack the root causes to pay 
as we go, and to restrict credit so as to balance demand with the volume 
of goods that our economy can supply. 

We at the Office of Price Stabilization are keenly aware that we 
cannot long continue to hold any price line unless fiscal and monetary 
policies are used to curb inflation, to attack it at its roots. But we 
must disagree with that small minority which argues that we would 
not need price control at all if only we employed fiscal and monetary 
controls with enough ruthlessness and energy. Such a theory does 
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not square with the hard facts of a defense economy. In a period like 
the present, fiscal and monetary controls alone, without the support 
of price ceilings, cannot prevent inflation, just as price ceilings cannot 
do that job without the support of appropriate fiscal and monetary 
olicies. 

: The basic reason is that production cannot be efficiently guided by 
price and profit incentives when a large part of our economic resources 
is needed for defense. ‘These consequences are bound to arise: 

1. Taxes and credit controls, used with enough ruthlessness, may 
cut total consumer and business demand to match available civilian 
supply. But the defense program requires disproportionate amounts 
of certain kinds of materials, industrial facilities, and labor skills. It 
not only reduces total civilian supply—it sharply changes its composi- 
tion. If you leave price adjustments to the free play of markets, 
while keeping only total demand in line with total supply by taxes 
and credit controls, you do force down the prices of luxuries and goods 
that are not utterly essential. But you also force up the prices of 
materials, facilities, and skills required for defense and essential 
civilian needs. The prospect that these scarce goods will inevitably 
rise in price, establishes irresistible incentives to hoard them and 
invites profiteering. You must then allocate and ration every last 
disatial item and vigorously enforce your rationing scheme against 
the sharpest pressure of self-interest which your price policy has 
4 created. This kind of enforcement would require an interference with 
our free system much more serious than price control. 

2. Price stabilization attempts to maintain prices in approximately 
that relationship to each other which free markets had worked out 
before they were exposed to the severe strain of the Korean War and 
the defense program. Fiscal and credit controls can aim only at 
maintaining an average price level, while permitting very substantial 
shifts in price relations. Neither consumers nor business people all 
] buy the same selection of goods and services. An unchanged average 
level may mean a much higher level of cost for some of them and these 
will rightly demand higher prices and wages. As their sales prices 
and wages increase, others experience a rise in costs and a new spiral 
would be set off. 

If you wanted to stop that spiraling process by credit controls and 
tax increases without price and wage controls, you would have to 
: tighten the screws so hard that you would risk a wave of business fail- 
: ures and unemployment. 

3. A pay-as-you-go program would take enough taxes out of current 
income to offset defense expenditures. But that is not enough to stop 
inflation. You must also offset the cut in consumers’ supply due to 
necessary expansion of our industrial plant and equipment. Perhaps 
that cut could be balanced by savings. But without the assurance of 
price stabilization this is not likely to occur. On the contrary, our 
people hold billions of “liquid assets’”—money they have saved in 
the past—which they can and will spend if they become convinced 
that prices will go up. That is what happened last summer and again 
last. winter before the defense program was making any real demands 
onthe economy. It could happen again and, with the defense program 
harrowing our base of supply, we could not regain stability.as we have 
during the last 3 months when goods of all kinds were still in ample 
supply. The American people must be willing not only to retain their 
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past savings, but to add to them a larger proportion of their income 
this year and next than they did last year. They will do this only if 
they are reasonably confident that a dollar saved now will not be worth 
much less in the future. Would they retain that confidence if the price 
stabilization program were weakened at the very moment the defense 
program gets into higher gear? 

4. Finally, sufficiently drastic monetary and fiscal controls are not 
yet at hand. Nor is there clear prospect when they will be, Even if 
we knew precisely how strong a dose of fiscal and monetary medicine 
were needed (and who is the expert who has dared to say?) such con- 
trols need time for their effects to be felt. 

They would not work fast enough if another wave of panic buying 
should occur on top of the genuine -scarcities which our expanding 
defense program will shortly create. Taxes and credit controls rigor- 
ous enough to bring further inflation to a halt might then have to be 
so drastic that they would seriously interfere with incentives to work 
and to take necessary risks. They would force many smaller busi- 
nesses to the wall. 

It is our conclusion that a defense economy without price ceilings 
would help the strong and hurt the weak. It would cause serious in- 
equities to business and severe hardships to millions of our people. It 
would threaten to destroy the very basis of our defense effort. 

Controls may be an unwelcome interference with our traditional 
system of doing business. But they can be removed when the 
expansion of our productive facilities makes them unnecessary. If we 
fail to remove them when they are no longer needed, the Congress 
always has the power to do so. But if the Congress should now loosen 
controls, it may not be within its power to recapture the ground that 
may be lost. We urge the extension of stabilization authority in the 
Defense Production Act for 2 years. 


IV. PROPOSED AMENDMENTS 
DIFFERENTIAL SUBSIDY 


The amendment to section 303 (a) of the Defense Production Act 
permitting some further limited domestic subsidies is of basic impor- 
tance. That type of program makes unnecessary the waste practice 
of raising the general i prices and paying more money to all pro- 
ducers in order that maximum production may be maintained. The 
use of a differential type of subsidy saves the Government and the 
public much more than the original outlay. During World War IT in 
the case of copper alone, a subsidy of 5 cents a pound for high-cost 
production enabled the Government to maintain the general price at 
12 cents per pound, Not only was high-cost copper production main- 
tained, but there was a saving of $280 million through an expenditure 
of only $10 million. 

At the present time we have authority to employ a differential type 
of subsidy only for critical and strategic miner is and metals. We 


believe that this should be extended to cover other types of materials 
including agricultural commodities. During the war years this type 
of subsidy was used effectively in several instances, e. g., nonprocessing 
meat slaughterers, flour millers, In all probability the grant of 
authority to use this type of subsidy in the present program would be 
likewise effective for stabilization purposes, 
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PURCHASE AND RESALE PROGRAMS 





Congress has already recognized the value of and provided in 
section 303 (a) authority for the operation of purchase and resale 
subsidy programs in connection with strategic imported raw ma- 
terials. In a period of rising prices on the world market, it is im- 
portant that the Government be in a position to buy needed quantities 
of strategic foreign materials and resell them, at a loss if necessary, in 
order to avoid the need for raising the entire domestic price level. 
In such cases, where domestic prices are already adequate and reason- 
able, every subsidy dollar will return saving equivalent to several 
times the original investment. 

These considerations are equally applicable to strategic foreign 
agricultural commodities. The proposed amendment would merely 
extend the authority already contained in the act with respect to raw 
materials so as to include foreign agricultural commodities and to 
allow their resale in the general markets, and not merely for industrial 
purposes as the act now provides, In order to maintain supply and 
at the same time preserve price stability here, it is essential that the 
President should be granted authority to purchase certain essential 
agricultural commodities in world markets and resell them in this 
country at prevailing domestic prices. 


PARITY PROPOSAL—SECTION 402 (D) (3) 


The suggested amendment concerning the parity provisions of 
section 402 does not propose a fundamental revision of this provision, 
but rather a limited change to simplify the administration of price 
ceilings based upon parity. 

The effect of the present parity provision is uncertain and change- 
able. If we establish a ceiling price on an agricultural commodity 
that reaches parity, we never know how long the ceiling can’be held. 

It may have to be raised in a couple of months, or indeed the very 
next month. That puts a most difficult burden on price adminis- 
trators and undercuts the entire objective of price stability. More- 
over so shifting a price control program encourages the withholding of 
commodities while sellers speculate about the possibility, extent, and 
timing of a hike in parity prices. 

The only alternative is for the OPS to estimate how high parity 
might go within the next 6 or 12 months and to place ceilings at this 
level. 

That would mean setting ceilings at “parity plus” instead of ‘ par- 
ity’; would require in effect a reserve for parity contingencies, and 
these contingencies may not arise or develop in fact. It would help 
lift parity by its own bootstraps, since the prices farmers pay de- 
pend in substantial part upon the prices other farmers charge. 

These are serious and unnecessary limitations on price stabilization 
caused by the existing parity provisions of the Defense Production 
Act of 1950. 

The proposed amendment would allow us to employ the parity 
price effective at the beginning of a marketing season for price ceilings 
prevailing. during that entire marketing season. It also provides 
that if the marketing year began before June 1, 1951, the applicable 
parity price should be the one published by the Secretary of Agricul- 
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ture in May 1951. This proposal will not freeze the current level of 
prices, for any commodity below parity. If it is below parity it may 
rise to parity before any ceiling can be imposed. The proposal will 
not have any effect whatever upon the computation of parity prices. 

The proposal, without making any fundamental change, would 
facilitate administration and promote stability. As we understand 
it, it is for precisely the same reason that the support price programs 
administered by the Department of Agriculture employ the parity 
price announced at the beginning of the marketing season. 


COMMON CARRIERS AND PUBLIC UTILITIES (SEC. 402 (€) (V)) 


Control of companies otherwise unregulated: Congress enacted 
section 402 (e) (v) so as to exempt from Federal price control those 
utilities whose rates were already regulated by local, State, or other 
Federal authorities. But the wording of the subsection is so broad 
that it also exempts the rates of those utilities which are not subject 
to regulation by any local, State, or Federal body. 

Contrary to popular notion, a large area of carrier and utility rates 
is not now regulated by any public body. For example, in most States 
the rates of trucks hauling agricultural commodities are not regulated. 
Leaving these unregulated widens the spread between farmer and 
consumer. 

Truck rates generally are not regulated in 3 States, electric utility 
rates are not regulated in 6 States, gas company rates in 6, telephone 
company rates in 3 States, and water company rates in 7, only 12 
States regulate the rates of publicly owned electric utilities, and only 
9 those of cooperatively owned ones. And there are many other 
broad exceptions to rate regulation of utilities. 

Congress intended to exempt the rates of carriers and utilities whose 
rates are already subject to regulation by regulatory commissions. 
The proposed amendment would continue this exemption. 

But Congress did not intend to exempt rates otherwise unregulated. 
The proposal would effectuate the objectives of Congress by applying 
Federal price control to carriers and utilities only where local, State, 
or other rate regulation is not in effect. 

Regulated companies to give notice to OPS of increases. Where 
the rates of common carriers and public utilities are already regulated, 
the regulating authorities should have a chance to consider the effect 
of their actions upon the national stabilization program. The proviso 
clause of section 402 (e) (v) attempted to accomplish this by calling 
notice to the President before rate increases are made and for 
consent to intervention by the Federal price control agency in the 
proceedings before the regulatory body. However, there was inserted 
in this subsection a limitation so that carriers and utilities are required 
to give us notice only of increases in their charges ‘for property or 
services sold * * * for resale to the public * * *.” No 
notice is required for an increase of rates charged directly to consumers. 
This sharply limits the notice requirement for utilities to wholesale 
companies, and obliterates it as to common carriers, since transporta- 
tion services are not ordinarily resold to the public. 

In brief, the practical effect of the present provision is to allow in- 
creases in the vast preponderance of public-utility and common- 
carrier rates without any notice to us, and without effective oppor- 
tunity for us to present information to the regulatory body. We do 
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not want control. We only want the companies to give us advance 
notice of increases so that we have a real opportunity to present our 
views to the State commissions. 





ENFORCEMENT 


There is also recommended a group of amendments designed to 
strengthen our enforcement program. 

Sanctions against buyers: The first empowers the President to 
prescribe the extent to which payments by business firms above price 
ceilings may be disallowed by the Government for tax and other 
purposes. This parallels the existing provision regarding violations of 
wage regulations. It is designed to provide an effective sanction 
against buyers who violate price ceilings. 

The law now empowers us to start criminal or injunction proceedings 
against a business purchaser who is in violation, since he is just as 
guilty as the seller. 

But experience has proved that such proceedings against buyers 
are very difficult to prosecute. And, of course, the treble-damage 
provision which is effective against the seller, has no possible applica- 
tion against the buyer. We, therefore, look to this suggested 

- provision. 

The tmportance to the stabilization program of effective action 
against violating buyers cannot be overemphasized. While the seller 
usually is considered as the “‘gouger’’ in over-ceiling transactions, it is 
very often the buyer who tempts the seller into violation by an offer 
of excessive payment. And they both are promoting the break-down 
of price controls. 

The sanction proposed by this amendment would bring home to 
business buyers their responsibility by imposing substantial losses for 
failure to discharge it. Buyers would take greater pains to insist upon 
compliance with OPS regulations. In the long run that is an import- 
ant adjunct to effective enforcement. 

For those cases where a buyer cannot practicably determine the 
legality of the prices he is charged, or has no reason to suspect that 
he is being overcharged, the President’s Executive order will un- 
doubtedly protect the buyer against disallowance of overceiling 
payments. 

isallowance of fines, penalties, and compromises, as tax deductions: 
Another proposed amendment provides that the President may pre- 
scribe the extent to which fines, penalties, or compromise sums paid 
as a result of price violations may be disallowed for tax and other pur- 
poses. The justification for this amendment is quite clear. We do 
not want the tax authorities to share in paying a violator’s fines, which 
is what happens if the violator is allowed to list the fines as a legiti- 
q mate business expense. In the case of firms paying excess profits 
4 taxes, to allow fines as a legitimate business expense means having the 
4 Treasury contribute to payment of the fine. Again the Executive 
order will protect against any injustices. 
Court orders suspending licenses for violations committed after 
4 warnings: The proposed amendment to section 409 would grant licens- 
4 ing authority to the President. Under this authority duly licensed 
4 business firms would be given warnings of price violations. If they 
7 repeated the violation notwithstanding the warning notice, they could 
4 suffer suspension of licenses for a period not to exceed 12 months. 


83473—51—pt. 1——-18 











270 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Suspension would be ordered only by the court and the remedy appro- 
riate to the facts of the case would be in the hands of the courts. 
he court would consider the seriousness of the violation, the impor- 

tance of the violator’s business to the community, and could fashion 
an appropriate decree. 
* The purpose of this amendment is to provide greater flexibility in 
our enforcement operations. Criminal penalties in some cases may 
be too harsh for initial infractions of law. Treble-damage actions or 
injunctive proceedings are costly and frequently inordinately time 
consuming. But the proposed licensing system provides a relatively 
speedy and inexpensive warning procedure. 

The warning procedure itself, we think, will have a very salutary 
effect upon the violator, and will in the vast majority of cases make it 
unnecessary for us to go to court either for a suspension order or in 
any other proceeding. 

In 1942, the Senate Banking and Currency Committee, in approving 
licensing provisions substantially similar to those recommended here, 
pointed out (S. Rept. 931, 77th Cong., 2d sess., p, 8): 

Nor are criminal prosecutions or injunction suits sufficiently flexible to assure 
substantial justice in the particular case. Licensing on the other hand in many 
cases will provide * * * the flexibility which is essential to avoid hardship 
to the law-abiding businessman. American experience during the last war 
shows that both compliance and flexibility are attainable goals. 

That experience arose primarily out of the licensing provisions of the Lever 
Act. Under that statute Mr. Herbert Hoover as Food Administrator was given 
broad licensing power which was extensively and effectively used. On the other 
hand the Fuel Administration did not at first have the powers to license but it 
was soon discovered that such power was necessary; the result again was enforce- 
ment which though highly effective caused no hardship to business. 

The licensing system which is recommended is not designed to 
punish the initial violator. Its purpose rather is to restrain the per- 
sistent violator. The mere existence of a sanction to suspend a 
seller’s righ to sell the commodity for a limited period of time would 
have the greatest deterrent effect on persistent violators. This is 
especially true in the case of a small group of willful men who regard 
financial penalties as merely “taxes” to be paid for a continuing un- 
lawful profit. 

Even in the absence of wartime stresses, Congress has recognized 
that licensing is necessary in many cases to secure compliance with 
regulatory legislation. Indeed, more than 20 Federal statutes having 
no relationship to wartime emergencies contain such provisions. 
Certainly the same tool should be provided in connection with a 
program so vitally concerned with the national defense in this time of 
emergency as the price-control program. 

Removing $10,000 limit on triple-damage suits: The last of the 
recommended amendments dealing with enforcement is the one that 
would remove the limitation of treble damages to $10,000. At-present 
there is a glaring inequity as between the large and small violator, 
For example, if a company willfully overcharges to the extent of 
$200,000, it will be liable in a treble-damage action in the amount of 
$210,000, of which $200,000 is the amount of the overcharge. That is 
only a 5-percent penalty. On the other hand, a violator who over- 
charges to the extent, for example, of $3,000 will be liable for full 
treble damages, or a total sum of $9,000. Once an illegel overcharge 
exceeds $5,000, the penalty shrinks—and the larger the crime the 














DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 271 


more the penalty shrinks. In effect, this limitation tells the big 
black marketeer, to whom $10,000 means very little indeed, that he 
need not worry much about price ceilings. He is virtually invited to 
try his luck if the “penalty” is only 5 percent, or less, of the money 
he hopes to make from the violation. 


CONCLUSION 


The entire stabilization program must be pursued with firmness, 
with a serious resolve, and it must be designed to protect the Nation 
and its people against unconscionable efforts on the part of a few. 
Accordingly we recommend extension of the act and passage of the 
proposed amendments. 

In no better way can we serve notice to those who would seek to 
destroy our system of our complete resolve to strengthen ourselves 
both economically and militarily to the day that no force will dare 
threaten our freedom—our peaceful pursuit of happiness. 

Mr. Wo .corr. I am not in a position to ask him questions without 
making some studies. Is Mr. DiSalle going to be available later on? 
Do you have any summary of the report? 

Mr. DiSauue. The statement that I just made is a summary. 

Mr. Wo xcort. It consists of 33 pages. I could only do a superficial 
job on that many pages. 

The CuHarrMan. Will you give us the substance of your report? 

Mr. DiSauue. The substance of the report? Certainly, I will try. 

In chapter 1 of the report, we cover the establishment of the 
Agency, the issuance of our voluntary control standards which we 
found inadequate, the history of those voluntary controls, the issuance 
of the general freeze, the effects we feel resulted from the issuance of 
that freeze, the fact that we feel definitely that panic buying was halted 
as a result of that action, and that indiscriminate price increases were 
stopped. 

In chapter 2, we cover the major regulations that were issued. 

In chapter 3 we go into the question generally of inflation and the 
need for the extension of the program, 

Chapter 4 concludes the discussion of the proposed amendments, 
including the differential subsidy, purchase and resale programs, the 
parity proposal, common carriers and public utilities, and the recom- 
mendations we make with reference to enforcement. 

We felt that, in giving the committee a full report, we would cover 
as completely as possible the various actions we have taken. We 
realize they may only be important from a reference standpoint, but 
we felt the committee is entitled to know the reasons for our action. 

We have filed, at regular periods, reports with the committee 
indicating each major action. 

The CHatrmMan. What was the result of control by voluntary 
action? 

Mr. DiSaurte. We found that a few people complied. We issued 
suggested standards on December 19. We expected prices might 
recede; instead we had price increase after price increase. In the 
early part of January, a Midwest manufacturer came to see me and 
said he had complied with the standards and had rolled back his 
prices to December 1. He had with him a list of 500 suppliers. Of 
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those 500 suppliers, 468 of them had increased prices during the 
month of December, ranging from 1 percent to 32 percent. 

I pointed out that it would be quite difficult for anyone in that 
position to maintain voluntary standards. Of course, it was said 
that a good many suppliers had had their prices increased so their 
costs in turn had gone up. 

The CHarrman. If they had made agreements to comply, would 
they have carried out those agreements? 

Mr. DiSauue. No; it was a voluntary request, which we broadcast, 
asking people to comply with the standards we had established. 

We did make other voluntary agreements in the case of some of the 
basic industries such as steel, copper, sulfur—and those have been 
lived up to. 

The CHarrMan. What proportion of them agreed to comply? 

Mr. DiSauue. Those that entered into those agreements with us 
have generally complied. 

The CuarrmMan. That would give a great advantage to those who 
were outside the agreement and make those inside the agreement the 
victims of the agreement. 

Mr. DiSaute. In regard to the general issuance of our voluntary 
standards, those people who did comply certainly were placed at a 
great disadvantage in a market which kept constantly rising. 

The Cuainman. What has been the response of the people, gener- 
ally, to the controls? 

Mr. DiSauue. I would say, generally, that the response has been 
good and that compliance has been good. We have had a great deal 
of cooperation from business and from consumers generally. I 
would say that in going to business concerns and asking them to 
furnish us with competent people, we have had a great deal of success. 
I should also like to point out that after we issued the general freeze 
order we received mail at the rate of maybe three or four hundred 
letters a day. Generally those letters were from housewives, com- 
plaining that the freeze was inadequate, that there should have been 
a rollback. Of all the letters we received there were just two letters 
from business people saying that controls should not have been 
instituted, which I think is rather significant in itself. 

The CHarrmMan. You are largely dependent, aren’t you, on the 
public sentiment? If the people would generally disapprove the price 
controls, it would be very difficult to enforce them; isn’t that true? 

Mr. DiSauve. ‘There isn’t: any question about it. I think here 
that you have two different situations. Now immediately after 
World War II, I think there was a general reluctance on the part of 
the people to go along with the control program; they were tired of 
controls, they were tired of war and they wanted to get out. 

I think that today, remembering what happened immediately after 
the discard of controls, there is a better realization on the part of 
people generally as to what happens to the value of the dollar in 
periods of rising prices. I find, going around the country and talking 
to people, a better understanding of the problem of inflation and a 


readier willingness to comply and to help and to support the program, 

I think that.a real educational process has gone on in the country 
from 1946 until today. I might say that in 1946 I was a candidate 
for Congress on the Democratic ticket, and I was defeated even though 
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I advocated the principle that we should have no controls in this 
country in peacetimes. 

The CuarrMan. I remember that year. That was a bad year for 
us. I was elected by 1,200 that year and the next time by 25,000. 

Mr. DiSauue. I was defeated by 300, and since coming down and 
watching Congress work, I feel it was a blessing. 

The CuarrMan. Are there any black markets that have arisen? 

Mr. DiSauue. We have heard rumors but our records do not show 
black markets. I think in the precontrol days gray markets were 
established in some critical metal markets. Whether those have been 
translated into black markets is something we are investigating, but 
we have no facts at the moment to support any statement on it. 

The CuHarrMan. I think the importance of the acquiescence of the 
people is well illustrated in the eighteenth amendment, which was 
impossible to enforce because the people didn’t want it enforced. I 
think there will be a different sentiment with regard to this law because 
this, it seems to me, is essential to the welfare of all the people. If 
you campaign and educate and let the people know how important 
it is to fight inflation, I think probably your duties would be made 
less onerous; don’t you think so? 

Mr. DiSauie. Our program includes a very broad program of 
public information and education, which we feel will make our en- 
forcement problem much easier. 

The CuarrMan. One of the objections offered to price control before 
was the regulations. Some of them seemed to be designed to confuse. 
It seems to me that if you could encourage simple statements in 
direct speech so that the people could understand them, you would 
have very much less trouble. 

Mr. DiSauie. Mr. Chairman, I have advocated that, and tried 
that. We have simplified the regulations a great deal. In fact, I 
even understand some of them, myself, now. 

The CuHarrMaNn. I think that was one of the things that brought 
into some disrepute the last administration of price control, because 
everywhere we heard complaints about the orders and regulations 
which seemed to be designed to confuse. Now if you can put out in 
simple language, which directly states what you want to do and what 
] a violation is, I think it would be a great public service. 

Mr. DiSauuie. Mr. Chairman, a day or so after we issued our price 
regulation, a New York Times’ editorial remarked on the simple 
language that was used in the general ceiling price regulation. 

Mr. Coxe. May I interrupt? ‘The New York Times’ interpretation 
of the simple language might not be what our definition would be. 

Mr. DrSauue. I would say that any fair-minded person, looking at 
our regulations, and comparing the language used now with the lan- 
guage used before, would realize it had been simplified. 

Now you have the other side of that too; about a week ago someone 
reading the manufacturers’ regulation—and I happened to overhear 
a couple of people discussing it—said, “‘This language is so simple 
that someone who doesn’t understand business at all must have 
written it.”’ 

3 The CuarrMan. I have been in Congress some time; I have heard 
a a good deal of flowery language come from the Middle West. 

Mr. DrSauue. I have been hearing it, myself, the last couple of 

days. I was in Kansas City the other day. 
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Mr. Wo corr. There is a difference between flowery language and 
understandable language. 

The CuHarrMan. They mix it up some. 

Does anybody here have any other questions? 

Mr. Tauue. I will pass, Mr. Chairman. 

Mr. Cote. I will pass, Mr. Chairman. 

Mr. Deane, do you want to go ahead? 

(Discussion off the record.) 

Mr. Deane. I am thinking now of my people from the South, the 
cotton and cattle growers. They have been the most vociferous up 
to this point, haven’t they? 

Mr. DrSauue. I think they have received the most publicity. I 
have had some loud ones in the office that nobody has heard. 

Mr. Deane. I wonder if you would mind explaining the procedure 
and the people who you are bringing in and the approach that you 
have been making to arrive at these particular decisions. 

Mr. DiSauue. First of all, we tried, within the limitations, to get 
the most complete staff we could have, a staff of business people, of 
economists, of lawyers with some background in this type of work 
and our business analysts, heads of sections and branches, have gen- 
erally been people from business itself—from industry. 

In addition to that, we have called people in from the outside on 
a consultant basis when we have particular problems. We also have 
the technique set forth in the act of utilizing industry advisory com- 
mittees with which we consult. 

In addition to that, we try to get such information as is available 
from other Government departments on various actions that we may 
be about to take. From a combination of consultation and advice we 
receive, we draw our conclusions, make our decisions, and write a 
regulation. 

Mr. Deane. I notice—it may not be correct—where the cattle pro- 
ducers are beginning to withhold the product from the market. Have 
you found that to be true? 

Mr. DiSauue. I would say, to the credit of the cattle people, that 
we have been keeping very close check of the markets, and that as of 
today there has been no evidence of that. 

Mr. Deane. What is the period or the lag between the time when 
you issue these orders and when the consumer begins to feel the real 
effect of the job that you are trying to do? 

Mr. DrSautye. Well, that certainly will vary from different regu- 
lations. 

Mr. Deane. Take cattle, for instance? 

Mr. DiSatte. I think some effect of the meat regulation will be 
felt almost immediately, since we have established dollars-and-cents 
ceilings at retail and wholesale levels. 

In the general freeze order, which had a December 19 to January 25 
base period, we said that a retailer or wholesaler might use his highest 
prices during that period so those ceiling prices could vary within a 
community or within an area or within a State, and thus enforcement 
of that program would be very difficult. 

You might find different prices, side by side in the same block. 
The issuance of dollars-and-cents ceilings will certainly correct that 
and give us a uniformity of prices. 
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On August 1 there will be a reduction which we estimate will be in 
the neighborhood of 4% cents a pound on meat and by October 1, 
another reduction of like amount. Now, there may be some cases of 
violations of the general freeze order. Those prices will be restored 
under the dollars-and-cents ceilings. 

Mr. Deane. It will not be until August or later that you will begin 
to feel the support of public opinion behind your meat order? 

Mr. DrSauux. I think you will find it generally on other items, 
where price increases have been prevented. As I point out in my 
statement, the March 15 figure of four-tenths of 1 percent is the lowest 
since August of 1950. 

The CHatrMan. Have you any statistics on what it costs the cattle 
producer to produce beef at the source? 

Mr. DiSauue. I think you can get any figures you want because 
the figures will vary according to the section of the country, they will 
vary according to climatic conditions, they will vary according to the 
efficiency of the feeder. All of those various elements enter into it 
and we have had figures varying from 28 cents to 45 cents, to 48 cents, 
depending on who is making the claim at the moment. 

The CHatRMAN. It seems to me that even among them there is 
great diversity of opinion. At least you can’t get from them any 
definite idea as to what it costs them. At a dinner they had the other 
night, there seemed to be no definite figures. 

: Mr. DiSauie. You get almost as many figures as the number of 
4 people you talk to on the subject. Some figures have been gathered 
4 by some of the agricultural colleges that are considerably below or 
lower than the claims made by some of the feeders. 

. In Kansas City the other day, I had an opportunity to talk to one 
4 of the largest feeders in the country. He felt that some of these 
small producers might be hurt by this order and he himself would 
certainly not do as well as he would otherwise, but by making proper 
adjustment he would be able to get by under the order. He said 
he might have to be a little ruthless in his purchase of stock, but that 
eventually it would work out for him. 

The CaarrMan. Can you establish controls with any justice at 
the retail level, without having the controls all along the line, from 
production to consumption? 

Mr. DrSauue. On January 26, when we issued our general regula- 
tion, we did not include livestock under those controls. From that 
date until the present time, the price of livestock has increased 12 
percent. At the same time we were asking the retailers and whole- 
4 salers to maintain ceiling prices as of that base period. It just doesn’t 
: work. If we are going to have effective controls, we have to apply 
q control at each step, from the raw material to the finished product. 

The CuarrMan. What was the policy of price control during the 
last war? Did they have controls all along the line? 





Mr. DiSatte. I just wouldn’t know about that. I think generally 
they did. 

Mr. Wotcorr. May I interrupt? 

The CHarrMan. Yes. 

Mr. Wotcorr. The Gore plan originally called for price controls 
at wholesale level. This committee abandoned that plan for price 
controls at the retail level, because we didn’t think we could control 
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allof them. I believe as a consequence of that, the OPA attempted to 
control the marginal write-ups from the producer to the ultimate re- 
tailer, whereas the retail price itself wasn’t sufficient control under- 
neath that, so I don’t think we can say that the price ceiling was based 
always at the retail level effectively. 

Sometimes they were effective and other times they were not effec- 
tive, and they went all the way back to the producer to make these 
mark-ups. It is true in the automotive industry, and we corrected 
that in 1946 by increasing the margin of profit of the automobile 
dealer back to the traditional amount of mark-up when he had 
absorbed the increases which had been given to the manufacturers. 

The Cuarrman. If you place it at the retail level, it seems to me it 
makes him subject to a squeeze anytime. 

Mr. DiSatie. There wouldn’t a any doubt about it. That has 
been our experience, even in the short time that we have been around. 

Mr. Dranz. Do you anticipate more or less specific orders through- 
out the various commodities, the larger fields? 

Mr. DiSauiz. Yes. We have been trying to move from the general 
freeze to a system of dollars-and-cents ceilings. We have been using 
the technique of interim regulations to that point, because when we 
issued our general freeze order, we caught a lot of people in distorted 
positions and we wanted to give them a chance to get straightened out. 
As time permits and our industry advisory committees begin func- 
tioning and we obtain the required staff, we will write tailored regula- 
tions wherever necessary. 

You will always find, and the experience last time was, whenever you 
write broad regulations some of the concerns or industries will stay 
under those regulations. 

After the issuance of ‘‘General Max” during World War II, there was 
a large segment of business that stayed under that regulation through- 
out the whole effort. We feel that many people may stay under the 
General Price Ceiling Regulation throughout the whole period of 
controls. No doubt some will remain under the general manufactur- 
ers’ order throughout, but where there are unusual or peculiar condi- 
tions in an industry, we will have to have tailored and specific 
regulations. 

Mr. Deane. Does a particular industry know generally that you 
are working toward a specific order for their field? 

Mr. DiSauue. Yes, they are notified by means of an industry ad- 
visory committee which is usually representative of the whole industry. 
The make-up of the industry advisory committee is pretty well defined 
in the act. It requires that we have representation from small 
business, large business, from trade associations, from members of 
associations, nonmembers, and the committees must provide geo- 
graphic representation as well. 

Mr. Deane. Mr. DiSalle, allow me to bring up this matter. What 
progress are you making toward securing proper space for your staff? 

Mr. DiSatire. We have made very little progress. We are down 
in Tempo E and Tempo S._ E, as you remember was the tem- 
porary building erected in World War I. It is not suited for our 
needs. We are bringing people in from industry who have executive 
positions, who have held good positions in industries, and asked them 
to sit in a bullpen surrounded by stenographers, people who are hold- 
ing discussions with other people that are in, other people trying to 
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dictate, someone trying to use the telephone, and it retards the effi- 
ciency of our operation no end. 

We have now in Washington approximately 1,900 people. Our 
space, I think, was estimated about 45 or 50 square feet per person, 
whereas a Government minimum ordinarily is required to be 85 or 
90 square feet per person. 

We will soon reach the point where we will no longer be able to 
recruit because of the space limitation. 

Mr. Deane. Whose responsibility is it to provide proper space? 

Mr. DiSauur. Well, of course, GSA provides and takes care of our 
space for us, but I understand they have a million-square-foot backlog 
now that they are trying to find. 

We would need approximately, for our complete operation, around 
300,000 square feet, and I think at this time we have somewhere in 
the neighborhood of 150,000. 

Mr. Deane. You are not therefore making any progress in finding 
the minimum space you need? 

Mr. DiSatuz. No, we have not. We have been working on it con- 
stantly for 3 or 4 months, and although we have been able to secure 
additional space within the buildings that we now occupy, the Civil 
Service Commission was in there and moved out, the Housing Ex- 
pediter moved out, and made some space available. There is some 
talk that the Wage Stabilization Board has found quarters and will 
move out and make some space available, but that will not answer 
our problem. 

Mr. Wotcorr. Have you found any objection on the part of the 
executives to being surrounded by stenographers? 

Mr. DiSauux. Most of our executives are people who have retired 
and I think they have lost interest. 

Mr. Cote. Mr. DiSalle, what is a high price? 

Mr. DrSauxs. A high price? 

Mr. Cote. Yes. 

Mr. DiSaute. I would say that a high price might be any kind of 
a price. I have been married for 20 years and my wife has always 
said prices were high. Even during depression days when objects or 
commodities cost a great deal less than they do now, prices were high. 
I would say whenever the cost of a commodity was beyond the means 
of income or exceeds normal income that that price would be high. 

Mr. Cote. Well, that doesn’t satisfy me. Your job is to deter- 
mine what a high price is in connection with a particular commodity. 

Mr. DrSauuz. I think our job is more to determine a fair price. 

Mr. Coun. A fair price. What is a fair price? 

Mr. DiSatir. The law says our regulations must be generally 
fair and equitable. 

Mr. Coun. I know, but what is a fair price? This is important. 
I don’t know. 

Mr. DiSatie. We can only determine that from the facts in each 
individual industry and each individual case. 

Mr. Coxe. Well, let’s start out with one that I have heard a little 
bit about. How did your agency determine that the price that the 
producer of cattle receives is not a fair price? 

Mr. DiSauue. Well, I think in that case it was easier than it is in 
most cases, because there we have the parity formula, which is 
generally recognized to be a fair price for a farm commodity, and so 
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when beef exceeded that fair price by 52 percent, we felt that it had 
exceeded it in considerable proportion. 

Mr. Coun. I see. How do you arrive or how was parity arrived at 
for cattle? 

Mr. DiSauue. That is something that I will never be able to fathom. 
We have old parity, we have new parity, we have transitional parity. 
The only thing I know about the parity price is that we are always 
forced to take the highest one. 

Mr. Cour. I want to say this in all kindness, because if this program 
can operate, I want to see it operate, but I want to say this, if you 
don’t know and your agency doesn’t know what parity is or how it is 
determined, then how do you know that parity is a fair price? 

Mr. DiSauyie. Under the law, we are 

Mr. Coin. No, no. 

Mr. DiSauux. Under the law we are forbidden or kept from im- 
posing prices on commodities where the price is below parity. 

Mr. Coie. That doesn’t answer my question, if I may say so. 
How do you know what parity is a fair price? 

Mr. DiSauue. Generally in all seriousness, from whatever studies 
which we have made of parity, we have felt in some cases that parity 
is not fair. Some commodities are so far below parity that they will 
never reach parity, which is a pretty good indication that that is not 
a fair price and that parity is not a fair indicator, but as far as our 
operation is concerned, we are bound to use parity whether parity in 
itself is fair or not fair. 

Mr. Cour. My dear sir, you are not bound to say that parity is a 
fair price. 

Mr. DiSauue. | think the definition of parity, itself, incorporates 
that. 

Mr. Coie. You are not answering my question. Let’s return— 
vou were here this morning and you heard my questions of Mr. 
Johnston. It is your idea, is it not, that under our present system of 
the law, our philosophy of government and our economic situation, 
that the profit system shall still continue? 

Mr. DiSatue. There isn’t any question about that. 

Mr. Covz. That means that so far as you are concerned, you will 
attempt to see that each segment of our economy, to the best of your 
ability, is able to receive a profit?’ 

Mr. DiSauue. That is right. 

Mr. Coxe. Mr. DiSalle, that is not, as has been charged, primarily 
a question of looking solely after the interests of the producer. It is 
looking after the interest of the consumer, as well, is it not? 

Mr. DiSaue. That is right. 

Mr. Coie. And so when we inquire with reference to whether or 
not a particular producer receives a profit, we are just as much inter- 
ested in the consumer and that he receives a fair price, at least I am 
saying that for myself. 

Mr. DiSalle, do you realize, do your people in your agency realize, 
that between 1909 and 1914, the basic date for the computation of 
parity, that the cattle-producting industry was greatly different than 
it is today? 

Mr. DrSatue. That is right. 

Mr. Coie. By that I mean today a great segment of the cattle- 
producing industry is conducted much as though they were a manu- 
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facturing concern. The producer goes to the market in Kansas City, 
shall I say, or Omaha—either one, they are very close to me—goes to 
the market and buys his cattle and finishes out his product or goes 
down to Texas and buys some small stuff, brings them up and feeds 
them out. He is quite similar to a man who buys raw materials and 
manufactures. 

The price of his feedstuffs are fixed and can be ascertained. The 
price of the labor is pretty well fixed and can be ascertained. The price 
of nea other costs that go into these cattle are fixed and can be ascer- 
tained. 

Now, as distinguished between that and 1909 and 1914, the cattle 
industry was much of an integrated proram, whereby the farmer raised 
his calves and produced them and sold. part of them when they were 
finished off. He may or may not have lost money, but he wasn’t quite 
the type of manufacturer that the cattle producer is today. 

I didn’t go into that with Mr. Johnston because his agency did not 
make this order, but your agency did. It is my judgment that your 
agency can just as easily and should, in all fairness and equity, make a 
provision with respect to the production of cattle similar to that regu- 
lation adopted and promulgated for the manufacturer. Now why am 
I not right about that? 

Mr. DrSatuie. Well, on January 19, somewhere in the middle of 
January, the Department of Agriculture made a study and issued some 
figures which showed that the producer of livestock cattle was netting 
from $80 to $100 a head at that time. In the meantime, the price of 
cattle has increased approximately 12 percent. Our studies, and as 
close as we can come to making a determination, indicate that on the 
basis of this regulation, the producer generally and the feeder, the 
commercial feeder especially, will be all right, that he will have a fair 
return on his efforts. 

Mr. Coxe. | know that you feel that and I know that many people 
in the cities believe that, but you can’t find people who are out on the 
farms raising these cattle who believe it. 

Mr. DrSauue. I would like to say, Mr. Cole, that in talking to some 
people who are familiar with feeding and who do some feeding, they 
have admitted that to me. 

Mr. Coue. Oh, yes, there are certain types of feeders that will, as 
you say, by careful planning or management and by the fact that they 
can take a few thousand dollars loss, and by perhaps a little more in- 
intelligent application, a few of them will get by and there are certain 
types of feeders who can get by, but, sir, 1 have been receiving letters 
from the folks out there in and around my area that feed 100, 150, 
or 400 head of cattle, a comparatively small operation as compared to 
some of these big farmers. 

Just for the record, Mr. Chairman, I would like to put excerpts of 
these letters in the record at this point, if I may. 

The CHarrMan. Very well. 

(The information referred to is as follows:) 


Excerpts From Letrers REGARDING Price RouL-BACcK 


Cattle have been assessed for taxation, based on the higher prices. Also a 
large number of eattle, including most of the 1951 ealf crop, have been contracted 
for fall delivery at prices based on market prices of the past 90 days. 

While the roll-back has disrupted the cattle industry and placed it in a state 
of confusion there is little indication that the consumers will benefit in the future. 
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More and more beef will end up in black markets which meat will cost the con- 
sumer more money than through regular channels. 

My two sons and myself have over 400 head of Hereford cattle. Over 300 
head of these are yearling calves, most of which have been bought last fall; 
balance are cows and calves. We have been following the deferred feeding plan 
for several years. These calves are wintered well, put on grass May 1, and put 
in feed lot about August 1 for about 90 to 100 days on ground ear corn and 
protein feed. 

No doubt you saw the order; starting May 20 the roll-back will take off 10 
percent; August 1, 4% percent, and October 1; 44 percent; a total of 19 percent. 

I wonder if that outfit in Washington thinks that we farmers and feeders will 
risk our corn, feed, and labor when we know we will get 18 to 20 percent less for 
our cattle when fattened? I note that the USDA has asked the roll-back on 
live animals or cattle be abolished. 

The entire bunch of cattle would average around $250 a head. So you can 
see what an investment they represent. The calves purchased last fall cost from 
34 cents to 37 cents a pound. With the roll-back they would sell around 30 cents. 
So you can see what the roll-back would do to us. If these orders are put through 
we will have meat shortages, rationing, and black market and heavy losses to us 
farmers. They will discourage feeding and cripple the cattle industry and 
shorten the customer of meat. Labor is asking increase in wages and getting it 
and here roll-back on cattle prices against the farmer. 

I am one of hundreds who have stocked their pastures with high-priced cattle 
that we have had to pay for and now know that if this unfair roll-back is en- 
forced we will probably lose money as well as the use of our grass for this season. 
We have already lost our wheat crop and if our cattle also lost money we have 
little prospect for the year 1951. Our labor, feed, repairs, gasoline, and every- 
thing that we are forced to buy has gone up continually and is still going higher. 

First let me say that I think that finished cattle prices are too high. Second, 
the cattle-production cycle in Kansas is about 14 months, not 6, as the price 
regulator would have the public think. Third, if price ceilings were going to 
be used on cattle they are 6 months late. 

Perhaps a question best sets up the situation. Suppose that you purchased 100 
head of choice calves 400 to 600 pounds during the last 6 months. They would 
have cost $38 to $40 per 100. They are not ready to be slaughtered, and won’t be 
until they are grazed this summer and then fed 90 days. This is the proven 
best practice in your State. How would you handle these cattle to keep from 
losing $7 to $10 per 100? Finished cattle that are nearly ready can be sold and 
the owner is O. K. But I would like to have your answer to the calves bought 
last fall and so far this year. This farmer that usually handles and feeds cattle buys 
them on an open, free, competitive market, as he has done for years. It’s his 
farm program, his living, and existence. Then he lives in a country where he can 
be put into 2 to 5 years poverty by a Government order. Why doesn’t the 
Government roll back labor prices to last June levels? Labor prices have gone up 
as sharply as have beef prices. Farm machinery has gone up 10 to 20 percent since 
the Korean War. Why not roll it back? 

We are going to be taking heavy losses on our beef production if the present 
plans are carried out. One, our beef producing plan, is a 1-year plan—our cattle 
were bought costing from $35 to $40 per hundredweight, now we have them on 
Kansas blue stem grass where they will pasture until October 1, then we put them 
in the dry lot, to be fed corn and they will go to market in December and January. 
By that time DiSalle says we shall take an 18-percent reduction, or about one- 
fifth loss—which would bust most of the cattle feeders in Kansas. 

I admit, and you will too, that cattle are up to a point of ceiling control being 
necessary but there should be a period where the feeders will be allowed to market 
their cattle at a fair margin of profit and still have a shirt on their backs. I 
honestly believe that if the order goes through as it is now written that 60 percent 
production cut-back in our community of feeding will result and that figure may be 
conservative. My father-in-law feeds around 1,000 cattlea vear and his lots will be 
empty just as soon as these runs are over. Right now he has but 150 head that he 
is feeding and he intends to clean them out completely by May 30. Now he is by 
no means the largest feeder in our community but it will give you an idea of just 
how serious this thing can become. Now here in Denton we can buy the processed 
ham for $1.30 per pound yet we sent that same hog into St. Joe for killing and 
received but $20 per hundred or 20 cents per pound. 
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Mr. Cote. These people have shown by examples what they paid 
for these cattle last fall, bought them at a high price, they fed them 
with high-priced feeds, and in no way in the world will they be able 
to come. out. even, without a. profit. 

All of them show that they will not only not come out with not a 
profit, but with a loss. 

Mr. DiSauue. Mr. Cole, were those calves, yearlings, or steers? 

Mr. Cote. They were both. 

Mr. D1Sauue. You say they bought them last fall? 

Mr. Coxe. Some of them did. There are different types. 

Mr. DrSatue. I think our figures would definitely establish the 
fact that if they bought last fall, at last fall’s prices, and if they keep 
them right through to the last of our roll-backs, they will complete 
their feeding at a good return. 

Mr. Coxe. I want to return to your studies. Did you have an 
industry committee to advise with you in connection with the cattle 
roll-back? 

Mr. DiSauue. Yes, we did, an advisory committee, with livestock 

eople on it. We met with them. They say that the position of the 
caaakk people has been from the beginning that there should be 
no controls. 

Mr. Cote. I realize that. I am well aware of that. They are 
probably the most independent people in the world and one thing 
more for their benefit they have never asked nor probably will ask for a 
subsidy. They fight it. 

Mr. DiSatue. I would like to point out the difference between two 
industry advisory committees. 

Mr. Coxe. I am not interested frankly in whether they want 
controls or not. What we are interested in is trying to do a job here. 
I am interested as a small—and I mean a very small segment of the 
country—that they receive a fair and just corsideration from a law 
which I voted for. That is what I am interested in. 

Mr. DiSa.te. I am interested in that, too. 

Mr. Coie. Remember that in connection with this roll-back, that 
you have not issued him any permit or any opportunity to show his 
additional costs. That is true, is it not, whether you want to get at 
whether he is going to make a profit or not, whether somebody else 
wants to guess, you have not permitted him that one simple oppor- 
tunity. 

Mr. DiSauue. Our doors are never closed to anyone who wants to 
bring in hose figures. I told the group of livestock people I met with 
in Kansas City the other day that I would be glad to be able to get any 
figures from them that they have, including what they would feel 
would be a fair return for their efforts. 

Mr. Coie. That is very interesting. I am delighted to hear it. 
because I have been concerned about the fact that you have felt that 
this complaint was solely a matter of pressure from the cattlemen, the 
people interested in agriculture. The President’s statement this 
morning indicated that it was a matter of pressure on the part of selfish 
interests. We want something that we believe is going to be right for 
those people, not solely for the cattle people, but right for consumers, 
because if these cattlemen are not able to keep these cattle on feed, 
they will sell them, in order to save their loss and thus we will lose a 
great deal of poundage. 
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Mr. DiSatie. Mr. Cole, I have made that distinction. I have 
been asked the question both ways. First of all, I have been asked 
whether I would change the order as a result of pressure and I said 
I would not. 

Secondly, [ was asked whether I would be willing to accept any 
figures that would be brought to me and I said frankly that I would 
accept any figures that anybody had to offer and would give them 
consideration. 

Mr. Corte. And one further suggestion—and I am going to leave 
the cattle situation alone—that I think somebody in your agency had 
better decide two things. The first is, are you nc ftir in them 
receiving a fair price, and, secondly, what is a fair price and forget 
this business of these people talking about parity. 

Now parity is a swell thing for the city newspapers to talk about, 
how a farmer is insisting on parity, but what I am saying is, all I am 
asking and all that anybody can ask is that they be treated fairly. 
If you can prove to me that parity is fair, I will be on vour side fight- 
ing with you, but I can’t see how it can be done, until you learn the 
basis for parity. 

Now, vou say that these retail regulations are so simple that even 
businessmen couldn’t have written them or something of the sort. 
I have before me GPR 7—General Price Regulation 7. Again, I 
have just one suggestion. You may have people in industry down 
there that write these, but I think they are Philadelphia or New 
York, or Harvard lawyers, or some person who does not understand 
the problem of a retailer in Kansas, for instance. 

I know it is difficult for you to write a regulation which would 
cover all of the aspects of a ceiling price, but if you could hear some 
of the conversations and see some of the letters from people who are 
writing about these regulations, you would make—I know you are 
making an effort, but you would make a more strenuous effort to get. 
these things simplified as far as possible. I say, too, if they are not 
simplified they are going to cause the pr ice-control program a great 
deal of trouble. 

Mr. DiSatusr. We started out, Mr. Cole, by giving the retailer who 
netted $20,000 an option as to whether he wanted to comply with 
GPR 7 or operate under the general ceiling price regulation. We now 
have under consideration the raising of that amount in order to cover 
the smaller operator. We realize that they have problems and we 
certainly want to do everything possible, not to make this too much 
of a burden on them, but after all these regulations, especitlly that 
regulation, were written with the help of retailers groups and retailers, 
people who have had many years in retail experience. Also, we have 
put out some explanatory material, some charts, and some brief expla- 
nations of GPR 7 which I think will and do simplify the compliance. 

L think we have been understaffed to the point where we have not 
been able to get the story out. Now, our regional director in Dallas, 
has established, working out of the district office in Houston, a price 
wee which goes to the smaller communities and has spent a day 

ach week in those communities taking care of people and answering 
pri ir questions. 

In that district I think we have had the greatest percentage of 
filing of charts in any district in the country, which is an indication 
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that if we can get to the people and do explanatory work and public 
education work that has to be done, we will get compliance. 

Mr. Coxe. I want to turn to your employees. What is the word 
that you use? How do you get your employees? How do you secure 
your employees? 

Mr. DiSauie. We get them in various ways. Some people that 
we need with particular abilities and know where they are located in 
some industry, some business, we go out and attempt to get them 
from that industry. 

Mr. Cote. Are they civil service? 

Mr. DiSautie. We have 21 excepted jobs in the whole operation. 

Mr. Coir. How about the 48 in each State? 

Mr. DiSauuie. There were 44 jobs mentioned by Mr. Gabrielson 
in his repori—44 out of 5,400 employees that we have. I could 
triple or quadruple that number of people. 

Mr. Coxe. There are only 44 patronage jobs, then? 

Mr. DiSauie. No, | would say that those 44 also have to meet 
civil-service requirements. Every job is either post-audited or pre- 
audited. The biggest objection raised to most of those people was 
that some had held public office before or were defeated for public 
office. 

Mr. Cour. I hope that that is not a criterion of bad—— 

Mr. DrSatxe. It certainly is not. I felt in making those appoint- 
ments that those people were qualified. I know that people who have 
held public office many times are tremendously well qualified to handle 
an administrative position. If those people were not qualified, they 
would not have been appointed. 

Mr. Cour. Well, as a Republican, quite truthfully, if I had the 
opportunity I would probably select Republicans. I don’t blame you 
for that. I want to say this one thing, though, in connection with 
political patronage—and this is the thing I am going to end with— 
this disturbs me about the whole price-control bill. 

I have intimated it a couple of times before. When Mr. Multer 
from New York, was questioning Mr. Martin, he left me with the 
impression that this country required unity, and we need unity. He 
was talking to Mr. Martin about cooperating, the Federal Reserve 
cooperating with the Treasury. He was importuning him to coop- 
erate with the Secretary of the Treasury because the Secretary is a 
Cabinet officer and in the executive department under the President. 

I have felt, personally, that the operation of a price-control program 
at least has this possibility, that political decisions may be made, 
perhaps down in the Democratic National Committee office or by the 
President, and then the direction shall go out to the general and 
lieutenant generals and captains underneath that no one under any 
circumstances shall ever change the orders. 

Now, if that is true, and if I begin to get more solid feeling along 
that line, together with some others, I am going to fight this price 
control bill. You don’t need to reply to it, but I am just telling you 

what I am beginning to feel about it. I felt that about this cattle 
rollback price ceiling because I listened to the House Agricultural 
Committee discussing it. I realize that there is a lot of heat about it, 
perhaps more heat than light, sometimes, but when you finally come 
back to that one point about what is a fair price and why haven’t they 


got a fair price, the answer is that “It is fair price,’ period. ‘That is 
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all and no attempt is made to analyze the situation on your part, on 
the part of the President, on the part of Mr. Johnston, on the part of 
Mr. Wilson. 

Objections are wiped off and we are told: ‘The decision has been 
made. Now you like it or not.” If that is the way this program is 
going to be operated, you are going to find that this Congress is not 
quite so easy to get along with. 

Mr. DiSauue. Mr. Cole, I am deeply appreciative of the generally 
fair attitude you have taken on this whole matter. I want to point 
out just a couple of things. First of all, the studies that we did make 
did convince us that the return would be fair under the regulation, 
otherwise it would not have been issued. 

Secondly, in discussing whether the decisions are political or not, 
certainly just taking this job is an indication that you have little regard 
for political considerations, because you don’t make too many friends. 

Mr. Core. I am not talking about you personally, sir. 

Mr. DiSaute. Thirdly, in the case of appointments, my whole 
attitude in public life has been that you are never able to do a good 
job with poor people. You have to have good people in order to do 
that kind of job, and that has been the criteria used in the employment 
of people in this office. 

I served in the legislature with Jack Betts here. We started out 
together, we were freshmen legislators together and I think Jack 
knows what my attitude has always been with respect to questions. 
Where the good of the state of the Nation is concerned, it makes no 
difference to me whether it is a Demecrat or Republican. If inflation 
comes it is going to hurt both. As far as my own local political 
activities have been concerned, I have never been sufficiently partisan 
to suit my Democratic county chairman, and chances are I have been 
too partisan to satisfy the Republican county chairman. But my 
objective is to satisfy the people in the community. I feel partisan- 
-ship can go so far but it cannot go into the making of decisions as 
far as what a fair price is in a particular situation. 

Mr. Berrts. I want to say that I have found Mr. DiSalle to have 
all those qualities. 

Mr. DiSauue. I have had the experience with the cotton case where 
most of the men involved were Democrats. They came in and 
presented a very strong case but we did not change our decision on 
the basis of that, nor will we in this case. 

Mr. Coxe. Mr. DiSalle, if you will find both Democrates and Re- 
publicans on both sides? 

Mr. DrSauue. That is right. 

Mr. Coie. Thank you. 

Mr. DiSatte. I just hope that it continues to remain that way. 

The CuarrMANn. Mr. DiSalle, I do not suppose that you will be free 
from suspicion of the opposite party. I suppose that that is a natural 
result. I think Bacon has said that “Suspicions among thoughts are 
like bats among birds, you cannot very well find from whence they 
come or where they go.” 

Mr. Wo cort. It is my understanding that one of the obligations of 
the minority party is to be suspicious at all times. 

Mr. McDonovau. Mr. DiSalle, I want to get localized here for a 
few moments. Your so-called regional director in southern California 
and Los Angeles resigned the other day and stated that because he 
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did not get cooperation from the San Francisco office that has superior 
authority over him, the prices were completely out of line in Los 
Angeles. I am a little concerned about the fact that you do not have a 
regional office in the most populated section of the State, where most of 
the manufacturing is, where the political control, so far as your party 
is concerned. 

Mr. DrSauze. It shows we are non-partisan. 

Mr. McDonovuen. But especially insofar as the statement that the 
gentlemen made when he resigned, about the prices. Are you familiar 
with that situation? 

Mr. DrSauuz. I am just as familiar as you can be from watching it 
from out here. I am hoping that some day somebody can resign 
without making a statement, but generally I have talked to Mr. 
Toland about the situation out there, and he is appointing a deputy 
regional director for the Los Angeles office and delegating to this 
deputy all the authority that he would have if that were a regional 
office in itself. 

Mr. McDonovuau. You mean your delegation has authority 

Mr. DiSauue. Well, whatever authority we delegate to Mr. Tolan, 
he will, in turn, delegate to his deputy in Los Angeles. We hope that 
will work out. That is sort of an intrastate war that I was never 
familiar with until I took this job, but I am now becoming very, very 
cognizant of the situation. 

r. McDonoveu. You still make it a deputy regional office. We do 
not like that in southern California. 

Mr. DiSauue. The regional offices, Mr. McDonough, were estab- 
lished by Executive order and I am very grateful for that, because, 
otherwise, we would be constantly involved between whether Atlanta 
should be a regional office or Birmingham. All of those questions 
would be constantly arising, but the study was made by the Bureau 
of the Budget and the regional office was given to us as a matter of 
Executive order and we have abided by it. 

Mr. McDonoven. I think most of the regional offices were estab- 
lished in the city in which the Federal Reserve Bank regional office was, 

Mr. DiSauue. The reasons for it are rather sound. If a man has 
some business with various Federal agencies, he can find them all in 
the same city. 

Mr. McDonovueu. The only thing is, there are so many decisions 
that require immediate answer in southern California and have to be 
transmitted through to San Francisco and they are not interested in 
many instances about what may happen. 

Mr. DiSauue. The Los Angeles office will have that authority. 

Mr. McDonoveu. That is fine. I am glad to hear that. Now 
another question, I have been requested by a member of the Interior 
Department and Insular Affairs Committee of the House to propose 
an amendment to this bill to remove from price regulation the con- 
cessionaires in Federal park systems that are under regulation by the 
Secretary of the Interior in contracting the concessionaire, with the 
Secretary of Interior. I would like to get your views on that, whether 
you will have authority to eliminate it? 

Mr. DiSauue. I think we do have authority and I am sure that is 
under consideration at the moment. We have had a formal request 
from the Department for that exemption and it is under consideration. 

Mr. McDonovwean. I would say that if a concessionaire has a con- 
tract that extends for any period of time and has a stated price for a 
83473—51—pt. 1-19 
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commodity to the public, that you come along and make another 
price, it is going to create a lot of confusion. So I would rather have 
you have the authority and unless it is necessary to make the amend- 
ment I will not propose it. 

Mr. DiSatte. I would say that we do have the authority. 

Mr. McDonoveu. Another thing, what kind of cooperation are 
you getting on a commodity, about which there has been a lot of talk 
in the last year or year and a half, that is the price of it, and that is 
coffee. You know coffee is too high in price now. You cannot do 
much about it, except to set the green coffee price after it arrives in 
the United States. Have you had any cooperation with Brazil? 

Mr. DiSatie. We have had no direct negotiations; however, the 
whole question of imports is now being studied by an interagency 
committee and I know that coffee is one of the important items that 
is being considered, as to just what approach can be made. About 
the only thing that we can do on imports generally is to attempt to 
fix the importer’s margin here, to keep control of that. We have been 
adding his margin to landed cost and that is about the extent of it, but 
we have been cognizant of that for some time and we hope that 
something can be worked out. 

Mr. McDonoveu. Do you think that you have succeeded in 
controlling the price of coffee since you have been in office? 

Mr. DiSauue. Just the import price of coffee, just the price within 
the United States. We have not been able to do too much as far as 
South American costs are concerned. 

Mr. McDonoveu. Do you have any jurisdiction over the rent 
section of this bill? 

Mr. DiSaute. No, we will not. Mr. Woods, the Office of Housing 
Expediter, has that. : 

The CuHarrMan. Are there any other questions? 

Mr. Bouurne. Mr. Chairman. 

The Cuarrman. Mr. Bolling. 

Mr. Bouurnea. I have heard people say, Mr. DiSalle, I have even 
heard some say that leveling that took place in mid-February came 
about in spite of OPS and some say it came about without any regard 
to OPS and they cite as their idea of proof of that fact that from the 
time of your first freeze, the 26th of January, I believe it was, that the 
cost-of-living index went up 1.2 or 1.4 and that in the next month it 
slowed down to a rise of 0.4. These people contend that inflation at 
this particular point was leveling off by itself. What would be your 
comment? 

Mr. DiSatue. I would say that the issuance of our general freeze 
order was more than coincidental with the leveling off of prices. Prices 
were not leveling off at the time we issued the order, in fact they were 
accelerating. The rate of increase was higher from November to 
January than it was from Jane to November and we are definitely 
convinced. In fact, I hate to quote the New York Times again 

Mr. Cour. I have great respect for it—— 





Mr. DiSauie. But we have attached to my general statement a 
story that appeared in the Times on Monday, May 7, in which a 
survey of some leading merchants and sales executives is reported. 
They definitely feel that the issuance of the general freeze order re- 
sulted in the end of the psychological panic buying. 

(Article from New York ‘Times, referred to above is as follows:) 
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[From the New York Times, Monday, May 7, 1951] 


Enp or Panic Buying CREDITED TO FREEZE—But Deavers DirreR ON LIKELY 
\FFECT OF NEWER ContTrRoLs—Lona REGULATION IS SEEN 


(By Leo Egan) 


Leading merchants and sales executives believe that price stabilization has 
operated with reasonable smoothness since it was instituted last January, and 
that it has accomplished one of its major purposes: Putting an end to panic and 
scare buying. 

Opinion is divided as to whether the system will continue to operate smoothly 
as the original freeze is replaced with more detailed and complex regulations to 
permit fluctuations in ceiling prices. But everyone questioned in a study made 
by the New York Times was convinced that political considerations would make 
it impossible to drop price controls for some years to come. 


ORIGINAL FREEZE PROVISIONS 


The original freeze or ceiling regulations barred manufacturers, wholesalers, and 
retailers from increasing their prices above the highest levels reached in *he 
period from December 19, 1950, to January 25, 1951. A few exceptions were 
made, such as agricultural products selling below parity levels, sales to the military 
services, sales by the Commodity Credit Corporation, a Government agency that 
buys and sells agricultural commodities in furtherance of the Government’s price- 
support program; and all goods and services peculiar to military needs. 

For a large variety of consumer goods, this general freeze is being replaced by 
a series of detailed regulations intended to hold prices down by limiting and 
regulating the amount that can be added to the cost by manufacturers, distribu- 
tors, and retailers to cover their selling expenses and profits. Regulations covering 
the amount of ‘‘mark-ups”’ are known generally as ‘‘tailored regulations’ because 
in theory at least, they are ‘‘tailored”’ to meet the needs of particular trades and 
businesses. 

One such “tailored regulation’? is known as Ceiling Price Regulation No. 7 
(CPR 7, for short) and applies to apparel, household furniture, musical instru- 
ments, radio and television sets, notions, housewares, glassware, jewelry, watches, 
clocks, and a number of other items. Five separate regulations apply to the sale 
of beef from the packer through the retailer. 

Except for some food items, notably meat, prices for consumer goods have not 
advanced since the original freeze. On the contrary, a large number have shown 
declines since January. A recent analysis by the Federal Reserve bank of retail 
sales disclosed that many merchants were finding it necessary to resort to pro- 
motional efforts to keep up their sales volumes. 

One department store head—who asked that he remain unidentified lest he 
become involved in a controversy—expressed the opinion that the principal factor 
responsible for this situation was the price freeze. He said it put an end to scare 
buying and buying for hoarding, which had disrupted the whole pattern of retail 
and wholesale trade between Christmas and the time the price freeze was instituted. 

Once potential buyers became convinced that prices would not advance further, 
he said, they reduced their purchases of items for which they had no immediate 
need. The result was that inventories began to accumulate at the wholesale and 
retail levels. A number of sales in the slower-moving items have been announced, 
some at substantial price reductions. 


CREDIT CONTROL A FACTOR 


_ Most observers feel that other factors contributed to arresting the rise in prices. 
One of these was Regulation W of the Federal Reserve Board, which governs the 
amount and duration of credit on installment sales. A revision of the order has 
increased the amount of the down payment or shortened the maturity, or both. 

In the case of used ears, for instance, loans now must be repaid within 15 months, 
instead of 21. The effect is to increase the amount of monthly installments by 
40 percent, which has had a marked deterrert on many buyers. A recent survey 
by the enforcement staff of the New York region of the Office of Price Stabiliza- 
tion, which is charged with administration of the control program, showed that 
only two makes of cars—Chevrolets and Cadillacs—were selling at or above the 
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January ceilings for used cars. All other makes of used cars, it was found, are 
selling below ceilings. 

The Federal Reserve Board’s study of retail sales disclosed that sales of home 
furnishings (except for floor coverings), furniture, bedding, and major appliances 
were lagging in March. Apparel sales were below expectations. 

A third factor influencing price stability since January has been the volume of 
production of consumer goods. Most surveys irdicate that, except for a few 
items, production so far has been little affected by the rearmament program. 
Store inventories in most lines are abnormally high. Government economists 
and business surveys indicate this situation is not likely to continue after the fall, 
when a larger and larger share of industrial facilities is devoted to the manufacture 
of military items. 

BEEF REGULATIONS DIFFER 


Regulations governing the sale of beef, which become operative at the packer 
and wholesale level on May 9 and at the retail level on Mav 14, differ from all the 
other ‘‘tailored’”’ regulations heretofore issued by Price Stabilizer Michael V. 
DiSalle in that they attempt a roll-back instead of holding the line. 

Whether they can be made effective is currently a subject for debate, on the 
one hand, between those concerned with the production and marketing of beef, 
and Government officials on the other. 

Gererally, cattle raisers, packers, distributors, wholesalers, and retailers are 
dubious about the workability of the orders and have voiced the opinion that, 
instead of reducirg beef prices, they will cause a meat famine and a return of the 
black market. 

Government officials contend the order can reduce prices, pointing out that 
beef is one of the few commodities selling above parity— a price that will enable a 
farmer to buy with the proceeds from the sale of a given amount of his production 
as much industrial goods as he could in the period 1910-14— and emphasizing new 
controls on slaughterers. 

Dealers in nonfood commodities are watching the beef roll-back with great 
interest. If the Government program succeeds, they feel the public will regard 
price control as a huge success. If it fails, they think the publie will regard price 
control as a failure. A spokesman for one group of wholesalers explained: 
““Most people, when they talk of the high cost of living, are actually talking about 
the high price of meat. They forget all about price reductions in other articles 
when they get to the butcher counter.” 

According to James G. Lyons, regional price stabilizer for the New York-New 
Jersey region, machinery and organization for administering and enforcing price 
stabilization has reached, in the few short months since December, as advanced 
a stage as wartime price control under the now defunct Office of Price Adminis- 
tration (OPA) attained in 18 months. 


SOME ENFORCEMENT ACTIVITY 


While the major effort of administrators so far has been devoted to acquainting 
dealers with the requirements and operation of new regulations, some enforcement 
has been attempted. In several instanees, Mr. Lyons reported, manufacturers 
in the New York area have conceded violations of the January freeze, when dis- 
covered by OPS enforcement agents, and have agreed not only to make refunds for 
overcharges but to pay a fine as well. 

He said several instances in which the Office of Price Stabilization believes 
criminal prosecution for ceiling-price violations, also have been uncovered. 
These have been referred to the Department of Justice, which is expected to take 
action shortly. One involves a used-car dealer accused of taking an under-the- 
counter payment in marked bills from an OPS agent in addition to a cheek for the 
full ceiling price. 

Spokesmen for wholesale and retail merchants said they expected observarce 
of OPS ceilings would be general, except for related cases, as long as consumer 
goods continued available in the same volume as row. They were not so sanguine 
if shortages developed, making it necessary for dealers to meet overhead and 
operating costs on a reduced volume. 


Mr. Bouurne. Then, in effect, if the authority you now have was 


allowed to expire, as we go into this period when the economic factors 
will-press harder on inflation, we might not only have these economic 
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factors but also the psychological inflationary pressure might return 
and we might have a runaway inflation. 

Mr. DiSauue. I think most people can answer that for themselves 
and you do not have to be an economist. Say you heard tomorrow 
ceilings would be lifted. What would be your first reaction? Your 
first reaction would be anticipation of price increases so you would go 
out and get ready for it. 

Mr. Boutiinc. Now on the other side, I have heard people who 
wonder why you have not rolled prices back farther than you have 
even attempted to, why not to pre-Korean levels? 

Mr. DiSatuie. We have attempted, as a general policy of the office, 
to use the pre-Korean base period in all of our price regulations. 
Just using a blunt instrument to roll back prices to pre-Korean levels 
would be administratively impossible. I know I have used some 
oversimplified illustrations at times about the retail grocers, but the 
retailer is the one who would be hurt mostly by such an action. He 
has items in his store for which he had paid certain prices in the 
immediate period. He doesn’t have large inventories; his inventories 
are purchased from week to week, and so he has items in his store for 
which he has currently paid 15 cents. The pre-Korean price might 
have been 13 or 12. 

We hardly could ask that man to sell those items at the pre-Korean 
prices because we would have destroyed the entire economy of the 
retail merchant with such an action; but action by action, wherever 
we find that prices have run far ahead of cost, we may take such 
action as is necessary to roll prices back. 

Mr. Parman. You were here, Mr. DiSalle, this morning, when I 
was asking Mr. Johnston some questions, were you not? 

Mr. DiSauusn. Yes. 

Mr. Parman. The point I wanted to make was that if we have 
regulations on credit, they should be very elastic, so that in the event 
there should be overnight a surplus of some commodity, the restric- 
tion should be taken off. 

Mr. DrSauue. I think the point you made was well made this morn- 
ing on that particular question. 

Mr. Parman. In other words, it is better to let the purchasing power 
be soaked up in that manner in the purchase of nonscarce goods,- 
than to keep that power in competition with the poorest people in the 
country in the purchase of bread and items like that. You agree with 
that? 

Mr. DiSatuie. When we talk about credit restrictions, I think we 
have to adopt a flexible attitude. Certainly when we are engaged in 
the expansion of our productive capacity, we can’t limit the credit 
necessary to expand that portion of our economy. On the other hand, 
we may tighten up a great deal in unessential segments of our society. 

Mr. Parman. Like it is now, I think the Federal Reserve Board 
should realize the automobile situation, of cars both new and second- 
hand, and permit people to buy those automobiles on terms more 
favorable than they are now permitted to purchase them, but for the 
very reason that I oppose the Federal Reserve Board having that 
power, I think is the reason that they will not relax these restrictions 
and regulations. They just don’t work so fast as that. I think we 
will have to write into law something that will require them to do that 
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if we give them that power at all. I am going to oppose the Federal 
Reserve Board having that power. I think the executive should 
have that power. 

Mr. Cote. You think the executive 

Mr. Parman. Yes, if we have the power at all, I am going tooppose 
having any credit restrictions in these durable goods in this law. I 
am going to oppose it, but I think the executive should have it because 
he is responsible to the people, directly responsible to the people and 
the Federal Reserve Board has gotten itself way off from the Govern- 
ment. They are almost a separate Kremlin, way off by themselves. 

Mr. Wo corr. I think the law is that we have that power at the 
present, but we provided that he be held—— 

Mr. Parman. No, that is on Regulation X. 

Mr. Woxcortr. Regulation W came in the Trading with the Enemy 
Act in the First World War, in which the President was given the 
power to control consumer power. He is delegated that power, to 
use it as he sees fit. 

Mr. Parman. The gentleman is usually correct, and I will say prob- 
ably this time, but I would like to ask a question of someone who 
really kept up with it. You and I didn’t have time on all of these 
details and it became law September 8, last. 

Mr. Wotcorr. As you recall, when we did away with Regulation 
W, we amended the Trading with the Enemy Act. It was one of 
the iniquitous acts of the Eightieth Congress, in which we provided 
that the emergency referred to in the act should not have to be an 
emergency emanating from a war condition, that the President could 
reimpose regulations, rent control regulation, Regulation W, upon 
the finding that any emergency existed. 

We were very careful to provide that he could do this in time of 
war or any emergency. That is why I always contend that this 
Congress did not have to reactivate the authority given to the Presi- 
dent to reimpose Regulation W, because in the Kightieth Congress 
we specifically gave the authority. All he had to do was to declare 
economic emergency and reactivate the power which he got under 
Trading With the Enemy Act. 

Mr. Parman. Let’s not take any credit away from the Eightieth 
Congress, and I am not trying to get into an argument with the 
gentlemen of the committee, but I happen to have a personal interest 
in the regulation, because I was in the conference. 

I have the applicable provision of the Defense Production Act be- 
fore me: 

To assist in carrying out the objective of this act, the Board of Governors 
of the Federal Reserve System is authorized, notwithstanding the provisions of 
Public Law 386, Eightieth Congress (61 Stat. 921). to exercise consumer credit 
controls in accordance with and to carry out the provisions of Exeeutive Order 
No. 8843 (August 9, 1951) until such time as the President determines that the 
exercise of such controls is no longer necessary, but in no event beyond the date 
on which this section terminates. 

Now, if you will remember, I insisted on that amendment. When 
I couldn’t get it all knocked out, I insisted on an amendment which 
gives the President at least the power of terminating it. I believe you 
remember that. 

Mr. Wotcorr. That was already in the law and at that time it 
was reenacted. 
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Mr. Parman. They are acting under Regulation W, and I think 
Regulation W is in furtherance of section 601 of the act of last year. 

Now, then, section 602—that is the one relating to credit on real 
estate, without reading again, I am sure that my recollection is 
correct—it is up to the President and the President may delegate it 
and in the Executive order he gave them power to work with the 
Housing Authority and the Federal Reserve Board, and they worked 
together on it. That is Regulation X, but under Regulation W it is 
entirely up to the Federal Reserve Board and that is what I object to. 
The Federal Reserve Board is—I think in a democracy that people 
who exercise so much power and have so much to do with the economy 
of our country should be in some way directly or indirectly responsible 
to the people, and they are not. 

Now, it is true that every 2 years the President appoints one member 
of the Board to serve for 14 years, but they are under no obligation 
to the President; they say so, themselves. They claim that they are 
working under Congress. 

Of course, Congress works very slowly and cannot help administer 
any law, that is obvious, we know that. But there is an agency all 
to themselves, none of them elected by the people, none of them under 
obligations to anybody who is elected by the people—I mean for 
administration purposes, and I think that this power should be left 
only to the Executive. 1 think it is intended that the President should 
execute all the laws under our form of government and I think we 
should leave the power to him, if we give the power at all and not give 
it to a separate agency like the Federal Reserve Board, which is almost 
separate and apart from the Congress and the Executive. They are 
not subservient to the will of the people, which is repugnant to our 
form of government. 

The CHAIRMAN. Does the President, in every instance, agree with 
the Federal Reserve Board? 

Mr. Parman. I wouldn’t say in every instance, but in the case of 
Regulation X, be did. 

I am going to oppose the Federal Reserve Board having that power 
at all. In fact, I am opposed to the President having the power now 
because I think they have gone too far with these credit controls, too 
far with them. 

Mr. Burretrr. Mr. Chairman. 

The Cuarrman. Mr. Buffett. 

Mr. Burrertr. Mr. DiSalle, on this CPR 7, it was written with the 
assistance of a number of people in the industry? 

Mr. DiSauue. That is right. 

Mr. Burretr. Do you know offhard whether a number of those 
people are in one- to three-man operations? 

Mr. DrSauue. | would say not. 

Mr. Burrett. I would like to say on behalf of some of those people, 
I would like to say for some of the people in my district, they are 
finding it an impossible burden—I have been in the hardware indus- 
try—when you have from 4,000 to 10,000 items, many of which you 
don’t sell more than once in 6 months. 

Mr. DiSatue. I think you will find there has been a great mis- 
understanding as to how it applies to hardware, so we are writing 
another ore to cover hardware. 
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Mr. Burrerr. I can say that these people can wait until they hear 
further from your Officé? 

Mr. DrSatuz. I better get some legal advice on that. 

Mr. Burrerr. Are you going to eliminate those charts? 

Mr. DrSauuz. I tried to find out this morning before it got over 
here, just what the status was of this new approach was to the hard- 
ware problem but I was unable to get the information, but I will get 
= to you just as soon as possible. In fact, I wiil give it to you by 
phone. 

Mr. Burrert. Fine, thank you. 

Is it correct that slaughterers are limited to 90 percent of what 
they slaughtered in the base period last year? 

Mr. DiSauue. No; that is a flexible quota and will be adjusted for 
each accovnting period, depending on what the estimates are for 
marketing during that particular month. 

For example, in the case of swine it is counted as 110 percent. It 
might be 110 percent for beef next month if the estimates of marketing 
are enough to warrant it. It is a flexible quota depending on supply. 

Mr. Burrerr. It would be impossible to have more supplies if it 
i limited to a quota less than what was processed last year; is that 
right! 

Mr. DrSauue. No; if the supply is greater than in the base period, 
in the comparable month of 1950, then the quota would be increased 
to take care of that additional supply, because we have limited the 
number of slaughterers. We have frozen the number of slaughterers 
to the number that was existing at that time. 

Mr. Burrerrt. It is not your intention to limit the slaughter to less 
than the supply available. 

Mr. DiSauue. No; of course not. 

Mr. Burretr. I have a complaint from Omaha that the supply was 
greater during the comparable period and was limited to 90 percent 
of the same period last year. 

Mr. DiSauue. That might possibly be true and no doubt is, but in 
starting out this program, adjustments will have to be made as we 
go along but there is no fixed notion of limiting them for the entire 
year to an amount less than they slaughtered last year, if the supply 
is greater this year. 

Mr. Burrerr. I have an inquiry today from a firm that has a con- 
tract to supply beef, canned beef, to the Army. The packer who is 
supplying them has just informed them that because of the price roll- 
back and allied controls that he would be unable to continue his 
shipments to them. 

My firm is in the position of still needing more than 1 million 
pounds of beef to complete that order. What do they do in a case 
like that? 

Mr. DiSatie. We would like to have that situation because we 
are trying to maintain allocation and distribution pretty much ac- 
cording to the pattern that was established in the past year. 

Mr. Burrerr. You can have it any time. It is right here. 

Mr. DiSauue. O. K. We have some people who are to contact 
Members of Congress about this sort of complaint. 

Mr. Burretr. What would be the approach to that sort of problem? 

Mr. D1Satur. We would want to make a study to see just what 
this packer is doing with his supply of meat. 
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Mr. Burrert. His claim is that he can’t get it at the moment. 
Mr. Di1Sauue. That may be true for the moment, because there 
was a drying up for a short period of time. ‘These people, the packers, 
were squeezed, and I don’t think they were buying, they were operat- 
ing at a loss for several months. ' 

r. Burrert. Have there been any producing groups come to your 
office and say that they will voluntarily reduce their standard of living 
during this mobilization period? 

Mr. DiSauus. Well, offhand, I can’t think of any. 

Mr. Burretr. How are we going to get this extra production if 
there is a general unwillingness to take a cut-back in the standard of 
living? \ 

Mr. DiSat.p. I don’t think it is necessary. I think Mr. Johnston 
made the point very well this morning, that we don’t necessarily plan 
for a reduced standard of living. Certainly, there may be cases 
during the 2-year period of expanding of productive capacity, where 
they may have some temporary diversions from one operation to 
another, but I don’t see, with the inventories that we have forming 
the cushion, that we are going to have a great reduction in the standard 
of living, generally, outside of an all-out war that would cause us to 
double or triple our military needs. 

Mr. Burretrr. You think that there can be enough increase in this 
squeeze period in productive capacity to offset the military demands? 

Mr. DiSauuie. This bas been my general position on it—and I am 
not an economist. All I have to go by are things that I know from 
personal experience. I think in 1941 we generally agreed that the 
Nation was coming out of a depressed period and that the standard 
of living for people was just beginning to get back to some degree of 
normalcy. 

For instance, the average age of automobiles was much higher than 
it istoday. Furniture, household goods, were in worse condition than 
they are today. People didn’t have all the durable goods that they 
want or the type of durable goods that they wanted, and so we went 
into a war effort where we diverted 45 to 50 percent of our national 
production to the military effort. 

Here in 1951, after people have had a chance to buy some of these 
things that they have deferred buying for 10 or 15 years and where 
our productive capacity has been increased, we reach a situation where 
we are going to be asked to divert 20 percent of our national product 
for 2 years hence to a military effort. Our economy, I think, is healthy 
enough, sound enough, strong enough, that we are going to be able to 
do that without too great a strain. 

I just don’t see any other reason—combined with the fact that we 
will be expanding our production, we also have the rather definitely 
ascertained fact that our inventories are high and there seems to be a 
large number of automobiles backing up around the country. 

Mr. Burretrr. You wouldn’t give those inventories any credit for 
holding prices down, would you? 

Mr. DiSaute. I certainly have. I certainly have, but I do feel 
that the rising rates would still have continued if some action had not 
been taken, 

Mr. Burrett. On that problem right there, over the world today, 
there are pictures pretty nearly every place of inflation going on; isn’t 
that correct? 
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France has had inflation for a long period, hasn’t it? 

Mr. DiSauue. Yes. I talked to the director of price controls of 
France not so long ago and he said he had problems there. 

Mr. Burrerr. As you point out, they have price and wage control 
all along. It has not curbed inflation, has it? It hasn’t cured it in 
Germany or England? 

Mr. DiSauie. Well, France, of course, represents a different prob- 
lem. They just haven’t had wage controls. They have had wage 
control but it has not been an enforced type of wage control. 

Mr. Burrerr. Why not? 

Mr. DrSatux. I haven’t gone into the reasons but I know that 
the French director of price controls looks like a very harassed man. 

As I have pointed out in my statement, I don’t feel that direct 
controls in and of themselves will do this job. We have to have a 
balanced program. I am just as convinced of that as I am that a 
strong tax program in and of itself will not do the job. Certainly we 
can’t have a situation where you are going to have rising prices, in- 
creased taxes, and then expect the American worker to keep on and 
very docilely say, “I will work for what I am getting,” regardless of 
whether you take it away in taxes or whether prices are going up. 

We have a democratic type of society and a highly organized labor 
movement that certainly will go out, when they feel they are being 
squeezed, and make their wants known. History has shown that 
they have been pretty well able to secure what they need for succeeding 
periods of time. 

Mr. Burrerr. The point in that then is that the groups in the 
economy that are unable to form themselves into a successful pressure 
group take the beating? 

Mr. DrSauur. One of the things that has haunted me ever since I 
have taken this job is the vision of these people on fixed incomes and 
pensions. I just can’t see how people living on $35 and $40 a month 
pensions can get by. It is a problem that certainly no price control 
is going to cure nor will any other method of indirect control cure. 
We have increased our average standard pretty high in this country, 
and as we continue to do that, of course, we are going to leave those 
people further behind all the time. 

Mr. Burrerr. A number of students of price control and inflation 
and these related problems make the contention that inflation will 
not be halted until there is a restoration of currency redeemable in 
gold. Do you have any historical evidence to support that? 

Mr. DrSaute. I never got into a very serious study of the gold 
standard or its ramifications. 

Mr. McDonovan. Mr. DiSalle, you have played poker, haven’t 

ou? 
: Mr. DrSatte. I used to, in my youth, in my care-free youth. 

Mr. McDonoveu. You wouldn’t go into a poker game with any 
five men on a bunch of phony chips; in other words, if. you gave two- 
bits for a white chip, you expect two-bits return when the game is 
over if you won anything, don’t you? 

Mr. DiSauue. I never was very successful. 

Mr. McDonouenu. If you went into a poker game with $10 and 
got 10 blue chips at $1 apiece and you won $20, or 20 blue chips, in 
the game and when you cashed in, you would expect to get $20 back; 
wouldn’t you? 
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Mr. DiSatuix. Yes; I suppose that would be a normal expectation. 
Mr. McDonovan. That is what the gold standard is. You would 
expect to have your chips redeemable for what you put in the pot. 
Now, that is how simple it is. 
Mr. DiSauus. I was going to approach it from a different stand- 
oint. 
5 Mr. Parman. We are not on the gold standard. 

Mr. McDonoveu. And that is the reason you get phony chips 
back. 

Mr. Parman. If Congress would pass laws to make people pay 
taxes, including ourselves, and balance the budget, this dollar wouldn’t 

0 down. 
The Cuarrman. The gentleman from California had better change 
your form of interrogation, or you will be investigated by the Kefauver 
committee. 

Mr. DiSauie. May I claim congressional immunity? 

Mr. Burrert. If we have a year of the fancy price fixing as we 
have had in cattle, the Kefauver investigation will look like a Sunday- 
school picnic compared to what will be in effect at that time. That 
has been the result where they have had nonredeemable currency in 
the Soviet, where they have the most ruthless enforcement that can 
be devised by the mind of man. 

I would like to make this further statement, Mr. DiSalle. I have 
talked to all the well-informed people I can find about the problem 
of inflation over the years and I recall that when Mr. Henderson, 
before this committee 10 years ago-—I wasn’t here but I read the 
record——and he was asked what would finally end inflation and he said 
in effect, ‘I think when we return to a time when a man can turn in 
his money for specie,’’ which means turn it in for gold, if you want it. 

That was his observation at that time. 

Mr. Parman. Are you sure about it? 

Mr. Burrert. I[ read it yesterday. 

Mr. Parman. I was here during all that time and I don’t recall that. 

Mr. Burrert. I read the record just yesterday. 

Mr. Parman. I don’t say he didn’t say it but I don’t see where 
that had any relation to what he was testifying about. 

Mr. Burretr. He was asked how he would end price and wage 
fixing and stabilize our monetary system. 

Mr. Parman. You don’t contend that that would do it now, do 
you? » 

Mr. Burrerr. Under present conditions, it would be pretty hard. 

Mr. Parman. It couldn’t be done under present conditions. 
Specie payment would not make a bit of difference in the world. 

Mr. Burrerr. A plan for specie payment might make all the 
difference in the world. 

‘ Mr. Parman. You are talking about when there is a stable economy, 
guess. 

Mr. Burrerr. It is one of the fundamentals of a stable economy. 

Mr. Parman. But I don’t think it would make an economy stable 
that is unstable. Where it was stable, I can see where you could 
have anvthing—specie, vou could have corn, wheat, beef, anything—if 
it were redeemable, it would be all right, and would tend to stabiliza- 
tion. 
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Mr. Burret. The statement is that it is redeemable in something 
tangible, some reasonable storehouse or value. Under today’s con- 
ditions, well-informed people of the country—you will find this in 
every town in the country—have been steadily but regularly putting 
their savings into all forms of tangibles, while not so well-informed 
and trusting people have been putting their money in fixed-dollar 
obligations. 

Mr. Parman. That happened in every country. You can study 
the history in every country; that is the first thing that always 
happens. 

Mr. Burrerr. Under those circumstances, then, you better be sure 
you have found the final cure. 

Mr. Parman. The final cure is Congress—Congress passing tax laws 
to bring this purchasing power in and pay our debts with it, so we 
won’t have that inflation. 

Mr. Burrert. There is no encouragement in the inspection of the 
record of Congress to make a disinterested observer believe that 
Congress can resist pressure groups in the absence of a currency 
redeemable in gold. If you can find such evidence you bring it to me. 
I would like to see it. 

Mr. Patman. I will oppose the gold redemption. Let a few fellows 
corner the gold and we will have another depression. We have avoided 
that; depressions are man-made and they can be prevented by man if 
we want to and we have prevented them but any time you return to 
the gold standard, a few international racketeers get together and cause 
another panic in the country. 

Mr. Burrert. We have avoided depressions but at the price of 
some four or five or six hundred thousand lives. 

Mr. Patman. The gentleman wouldn’t charge that we had a war 
to keep down depression but everybody, including the outstanding 
economist from the gentleman’s own party, predicted a depression at 
the end of World War II. They said, “We are sure to have a depres- 
sion. We have always had a depression. ‘After every major war 
there has been a depression. We are going to have one after World 
War II.” 

But we didn’t have it. 

Mr. Burrerr. You may postpone a depression so long as you have 
an irredeemable currency. 

Mr. Parman. All the depressions were under redeemable currencies, 
1929 to 1932—the depression in 1919, 1920, and 1921, all the depres- 
sions we have had every 10 or 15 years have been under a gold standard 
redeemable currency, every one of them. We haven’t had a depres- 
sion since we got rid of the gold standard. 

Mr. Burrerr. We have had two wars. 

Mr. Patman. That has nothing to do with that part of it. 

Mr. DiSauue. I would like to request that the two distinguished 
Members of Congress file memoranda with our office. 

Mr. Burrerr. I would like to have the witness for a minute or two. 

The party of my distinguished colleague has had control of the 
money in this country for 18 years and it has been cut in two in value 
and it is still going down. Their formula has been pretty well tried. 

Mr. DiSauue. We have had twice as much of it, I guess. 

Mr. Burrett. I would like to make this request of you, that you 
ask your agency to find some historical evidence that major inflations 
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have been successfully and permanently halted in the absence of a 
currency redeemable in gold. If they will find that evidence and get 
that story to the American people it would be very helpful in selling 
the American people that price control is something else than just an 
economic narcotic. Price control is not going to work unless the 
American people believe that it is a competent tool to do a job; isn’t 
that right? 

Mr. DrSatuez. I will be glad to direct them to make that research. 

Mr. Burrert. If you will permit me to make a suggestion, you 
might look into it a little yourself, to make sure that research is 
balanced and gives the whole story. 

Mr. DrSatte. I will do that in my spare time. 

Mr. Parman. Keep in mind we had a depression every 10 or 15 

ears in this country, and everybody had to go through the wringer. 
hat was all under the gold standard that the gentleman is talking 
about, every bit of it. 

The last 18 years we have not had any gold standard or depression 
or anyone going through the wringer. 

Mr. Burrert. I suggest, with all deference to my colleague, if we 
have to make a choice in this country between some hard times 
occasionally and casualty lists, I will take the hard times. 

Mr. Parman. That is not fair at all. Not even the gentleman from 
Nebraska claims that you have to have wars to keep from having 
depressions. 

Mr. Woucorr. We were kept from having a depression because of 
the war. 

Mr. Parman. Not necessarily. 

Mr. Burrerr. There were as many unemployed in the spring of 
1939 as in the spring of 1933. The war is how you got out of the 
depression. 

Mr. Parman. Normally we would have had a depression in 1945, 
1946, and 1947 along there. If we had been on the gold standard 
we would have, but we were not on the gold standard and did not have 
a depression. 

Mr. Burrerr. We didn’t have a depression because we were 
inflating through UNNRA and postwar meddlings and British loans. 

Mr. Parman. That is a different question entirely. 

Mr. Tauue. Mr. DiSalle, I was present as a member of the so-called 
watchdog committee set up under the Production Control Act of 
1950 when you made your first report to that committee. I asked 
two questions then which I should like to repeat now, if I may. 

First, are you contemplating the use of rationing in connection 
with present control? 

Mr. DiSatue. Not at this time. 

Mr. Tatie. You have not changed your mind about that? 

Mr. DiSatue. I have not. 

Mr. Brown. I did not understand your question. 

Mr. Tatxie. Mr. Brown, I asked if he was contemplating the use 
of rationing in connection with price control. 

The second question, Mr. DiSalle, is, are you contemplating the 
use of consumer subsidies? 

Mr. DiSauue. We are not. 

Mr. Tatur. Then you have not changed your mind on that point? 
Mr. DiSauie. That is right. 
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Mr. Tauue. That is all. Thank you. 

The CuarrMan. Any further questions? 

Mr. Cou. I would like to ask that Mr. DiSalle insert in the record 
immediately following my colloquy with Mr. DiSalle, information on 
the question of parity of cattle, a historical statement of the method 
used in determining that parity for livestock is a fair price. 

Mr. Wo tcorr. Those who are interested in going back to the gold 
standard might well read the hearings on the bill in 1933 to establish 
Federal monetary authority. I have some in my office and I will be 
glad to loan them to them. I think all the answers are found there. 

We decided, I believe, that we could stabilize provided we let the 
price of gold fluctuate. 

Mr. PatmMan. Wouldn’t the same thing be true as to the American 
dollar? 

(Discussion off the record.) 

Mr. Tauuie. Mr. DiSalle, I should like to make a request for some 
data for the hearings. I should like the hearings to show the extent 
of your staff in Washington and throughout the States and our 
possessions. 

Mr. Wo tcorr. In questioning Mr. Johnston this morning, I think 
the question was propounded to him, that he asked be referred to you, 
of what we might expect by way of expansion when this program is 
going in full. 

Mr. Tautue. Yes; 1 have in mind the personnel in Washington, D. C., 
and in the States and the cost of administration of your agency. 

Mr. DiSauue. I will be glad to get you that, although I-could tell 
you right now that we have approximately 5,500 people in the organi- 
zation across the country, that our contemplated expansion at the 
end of June is 16,200 around the end of June. 

Mr. Taxus. Will any of those be volunteer workers or will they 
all be salaried people? 

Mr. DriSautur. Some are volunteers. Of the 1,900 listed in the 
Washington office, I think approximately 150 to 175 are WOC— 
consultants, that is without compensation. 

Mr. Tate. I leave it to you to put in such material as you believe 
would be accurate and illuminating to the general public. 

Mr. DrSauue. I will be glad to do that. 

(The information requested is as follows:) 


PERSONNEL—OFFICE OF PRICE STABILIZATION 


Personnel, Office of Price Stabilization —— — ~~~ -_--- wigoad we Ggaels swees Dees 





Total: 

ION goo ic wis oe wan deen wR Sisk RR, OS SP 1, 889 

UR see Ve a ere as a tl ame ae ae 

6, 265 
Projected: 


As of June 30, 1951—16,200 (Washington, 2,700; field, 13,500). 
As of June 30, 1952—25,722 (approximately 5,000, Washington; 20,000, field). 
The Cuarrman. Mr. DiSalle, do you feel that if we give you the 
authority that you ask for, that you can successfully combat the 
inflationary tendency? 
Mr. DiSaute. I say in my statement that price control in and of 
itself will not do the job alone, but I do think it is a necessary corollary 
of any effort to combat inflation. 
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Given authority and given the act I think we can render a good 
service in the integrated fight. 

The CuarrMAN. It is necessary to include it. 

Mr. DiSatuz. That is right. 

Mr. Parman. For that reason, Mr. DiSalle, don’t you think that 
you should have something to say about these credit controls? 

Take the present situation. If you had charge of that, you could 
take all controls off of credit on automobiles and washing machines 
and television sets, wherever people will spend their money, and not 
spend it in competition with those who are buying the barest neces- 
sities of life. It would soak up that much purchasing power, but like 
it is now you have no control over that. 

Don’t you think that you ought to have a little control or a little 
say-so over that? 

Mr. DiSatue. I think that we are not very jealous about expanding 
our authority at all but I do think that the Economic Stabilization 
Agency should have at least an advisory function in connection with 
credits. 

Mr. Parman. Advisory. 

Well, we have had advisers around here but we don’t pay any at- 
tention to them. The Federal Reserve Board’s action right now is 
arbitrary. I am not going to say anything more about it because I 
think they should know more about it than I do and I presume they 
do, but they are not taking any action and I think they should and I 
think that that is typical of what they will do if you give them further 

ower. 
: Mr. Wotcorr. Mr. DiSalle, what is your concept of the use to 
which price controls should be put, primarily to reduce demand for 
goods or is it to stabilize our purchasing? 

Mr. DiSauue. I think it is a combination of both. I think cer- 
tainly we have to stabilize. If prices continue to increase, you have 
as a consequence thereof the demand for wage increases. As you have 
the demand for wage increases then certainly increased prices are a 
natural consequence, so I think that price controls must fill the func- 
tion of keeping goods within the reach of existing incomes. 

The CuarrMan. The committee will now adjourn to meet Monday 
morning at 10 o’clock. 

Thank you, Mr. DiSalle. 

(Thereupon, at 4:10 p. m., an adjournment was taken to 10 a. m., 
Monday, May 14, 1951.) 
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MONDAY, MAY 14, 1951 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Rains, Multer, 
Deane, O’Brien, Bolling, Wolcott, Talle, Cole, Nicholson, McDonough, 
and Betts. 

The CHatrMaAn. The committee will be in order. Dr. Taylor, of the 
Wage Stabilization Board, is the first witness this morning. 

Dr. Taylor, you may proceed as you desire. 

Mr. Taytor. This statement was prepared last week, so there will 
be a few changes in tenses as I read it, if that is satisfactory. 


STATEMENT OF GEORGE TAYLOR, CHAIRMAN, 
WAGE STABILIZATION BOARD 


Mr. Taytor. The Wage Stabilization Board—reconstituted to 
consist of 18 members—held its first meeting Tuesday afternoon of 
last week. This Board is tripartite, comprised equally of representa- 
tives of business and industry, labor, and the public. I am glad to 
report that the Board is now in session deliberating on an accumulation 
of difficult problems in a spirit of frank and democratic discussion. 

The responsibilities of the Wage Stabilization Board may be con- 
sidered under two headings: (1) wage stabilization and (IT) the settle- 
ment of certain types of labor disputes. 

As affects wage stabilization, Mr. Eric Johnston, Economic Stabi- 
lization Administrator, has appeared before this committee, and he 
will include in his statement an account of wage-stabilization policies 
and developments in recent months. Accordingly, this statement will 
be confined to an outline of the fundamental reasons for a wage-stabil- 
ization program. 

The Wage Stabilization Board on December 18, 1950, issued a 
unanimous statement indicating the place of wage controls in the 
over-all effort to curb inflation. These representatives of industry, 
labor, and the public agreed that the underlying and fundamental 
cause of inflation was an imbalance between the flow of goods and the 
level of money expenditure. The Board indicated that in its judgment 
three major types of policies were available to control inflation: 

(a) Measures to increase the volume of essential military and 
civilian production. 

(6) Measures to diminish the total dollar volume of purchasing 
power. 
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(c) Measures to control directly particular economic sectors 
which would otherwise get out of balance in spite of the foregoing 
steps. 

In this third category are the direct controls over wages, prices, 
consumer credit, inventory, and so forth. Generally speaking, direct 
controls grapple with the effects rather than with the causes of infla- 
tion. While they alone cannot control inflation, they do preserve 
wage and price relationships. They prevent inflation from creating 
distorted and runaway conditions. When all groups speculate on 
further wage and price increases, the underlying forces of inflation 
can only become more menacing. Direct controls tend to put a stop 
to such speculation. They do it in three ways. 

1. Wage stabilization operates to curb competitive bidding for labor 
when labor markets are tight. Experience shows that in the absence 
of wage stabilization under inflationary conditions, one firm may bid 
labor away from another only to have a second firm raise wages to 
get the workers back. We have had that experience many times in 
the past. In short, in the absence of wage controls, there is a good 
deal of needless and costly movement, as workers shift among jobs 
in search of higher wages. Wage controls do not, however, solve the 
general manpower problem when there is a greater demand for it 
than there is supply for labor. 

2. Wage stabilization operates to preserve normal wage and salary 
relationships among various groups of workers. Uncontrolled in- 
flation enables the strong and strategically placed to secure larger 
increases. In the absence of stabilization, the wage rates of white 
collar workers, the unorganized, and the less favorably situated organ- 
ized groups tend to lag behind. In this way, inflation constitutes a 
danger to national unity for it pits less favorably situated groups 
against the more favorably positioned. A resulting widespread feeling 
of inequitable treatment could not but impair the Nation’s morale 
and lead to industrial strife. 

3. Wage stabilization operates to buttress price control by curbing 
the upward pressure from rising costs on the one hand and increasing 
purchasing power on the other. The committee ts no doubt familiar 
with this theme from previous presentations. 

Salaries and wages are a highly significant factor in total costs. 
For example: In manufacturing as a whole, labor costs represent only 
half (53.4 percent) of the value added by the manufacturing process. 
In some nonmanufacturing industries, the proportior is even higher; 
in railroads, 62 percent; in wholesale trade, 58 percent; in telephone 
and telegraph, 64 percent; in laundries and dry cleaning establish- 
ments, 74 percent. If the cost of things that people buy is to remain 
stable, then effective wage stabilization is certainly required as a 
part of the program. 

Prices can be pulled up by runaway demand as well as pushed up 
by rising costs. Wage stabilization is one method of diminishing 
this latter possibility. To illustrate: In the last quarter of 1949, the 
total wage and salary bill was at an annual rate of 131 billions of 
dollars. By mid-1950, these payments had risen to an annual equiva- 
lent of 138 billions, and at the end of 1950 approached 153 billions. 
Salary and wage disbursements in January and February of this 
year were at the annual rate of 158 billions. Thus, more than 20 
billion dollars in additional purchasing power have been added since 
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the thirty-eighth parallel was first crossed. Of course, in a mobili- 
zation ocd: aggregate incomes will rise because of increased employ- 
ment, longer hours, and shifts to higher paying industries. This 
added purchasing power occurs at a time when goods and services 
are being winated because of defense requirements and creates a 
serious enough problem from the standpoint of maintaining prices. 
But if purchasing power is allowed to climb more than it would do 
naturally, through repeated upward revisions in the general wage and 
salary level, then it becomes even more difficult to maintain effective 
price control. 

Stabilization does not mean an absolute freeze. Effective stabili- 
zation brings the general wage and salary level under control, but 
allows sufficient flexibility to permit the necessary adjustments which 
a dynamic and growing economy requires. Stabilization, properly 
administered, has the added advantage, as Congress recognized in the 
Defense Production Act, of preventing or correcting inequities, a 
policy that is essential to industrial peace and stability. 

When the Board reconvened Tuesday, there was a backlog of nearly 
1,200 cases awaiting action. Since then I am informed approximately 
200 cases have been added to our file. All of these were voluntary 
requests—645 cases were filed by employers alone and 542 cases were 
filed by employers and unions jointly. 

Our program of wage stabilization is still incomplete. The ‘‘catch- 

up” formula was only one step in the direction of a unified program. 
As Mr. Johnston stressed February 27, 1951— 
It is obvious that wage problems are too numerous and too different to try to 
cover with the blanket of one formula, or two, or six. A step-by-step approach 
that recognizes these complexities is the better and fairer way to develop equitable 
and workable wage standards in balance with the whole objective in economic 
stabilization. 

The 10 percent “catch-up” formula, to repeat, was but the first 
step. We have now to take additional steps to round out a full wage 
stabilization program. There are, for example, nearly 450 cases 
where inequities are alleged, where the plant on one side of the street 
has higher wages than the plant on the other side of the street. 

Other cases concern abnormal base periods, deferred increases, esca- 
lator clauses, wage progression plans, piece rate and incentive plans, 
substandards of living, fringe benefits, adjustments for individual 
workers, rates for new plants, and so-called ‘rare and unusual” man- 
power problems. These all present unique and difficult issues. Many 
require individual attention. Others can be treated by general rules. 
Providing answers to these questions is the immediate problem facing 
the Board. 

II. SETTLEMENT OF LABOR DISPUTES 


I would like to talk about the second function of the Board next 
which is the settlement of certain types of labor disputes. 

Wage stabilization necessarily limits the area within which em- 
ployers and labor organizations may engage in free collective bargain- 
ing on money issues. Their latitude is restricted. In these circum- 
stances, frictions in industrial relations are more likely to light fires 
controversy at a time when the mobilization effort can least tolerate 
them. 
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In 1950, even prior to establishment of wage controls, the trend of 
industrial disputes culminating in work stoppages was upward. This 
trend has continued. Experience indicates that the number of dis- 
putes will increase sharply unless the parties are provided with addi- 
tional means of settlement. 

Executive Order 10233, issued April 21, 1951, establishes certain 
disputes settlement machinery uniquely geared to the requirements 
of the defense effort. Under this order, the Board does not initiate 
any proceedings. There is no dispute case in which the Board can 
enter of its own initiative. It can hear cases in only two situations: 

(1) The first arises when the parties to a dispute jointly agree to 
submit their dispute to the Board for recommendation or decision 
and then only if the Board decides to take the case. If the parties 
merely agree to submit their dispute to the Board for its recommenda- 
tions, rather than decision, the Board then may investigate the issues 
in dispute and advise the parties of its recommendations for fair and 
equitable terms of settlement. If the parties jointly agree to be 
bound by the decision of the Board, the Board then may render a 
decision on the issues in dispute which is binding on the parties. 

(2) The second situation, with respect to which the Board may 
have responsibilities, involves those cases in which the President is. 
of the opinion that the dispute is of a character which substantially 
threatens the progress of national defense and certifies it to the 
Board. The Board is then required to investigate and inquire into 
the issues in dispute and promptly report to the President with 
recommendations to the parties as to fair and equitable terms of 
settlement. 

It is important that the nature and purpose of these procedures be 
fully understood. 

First, the order does not substitute Board procedures for collective 
bargaining. Section 404 specifically enjoins the Board to administer 
the order in such a way as to preserve collective bargaining between 
labor and management. Second, the Board is not intended to replace 
existing agencies of mediation and conciliation. Section 405 of the 
order permits the Board to act in any labor dispute only after collec- 
tive bargaining and full use of conciliation and mediation facilities 
have been exhausted. 

Third, the order does not supersede methods provided by the Labor- 
Management Relations Act, inasmuch as the Board is prohibited by 
section 4 from taking any action inconsistent with the provisions of 
that act. We are now in the process of working out an arrangement 
with the National Labor Relations Board and the Federal Mediation 
and Conciliation Service to assure that these safeguards are faithfully 
adhered to. 

On the affirmative side, the order makes several contributions. As 
respects the settlement of disputes, experience plainly shows that 
when the parties reach an impasse and a dispute arises, the parties. 
seldom separate economic from noneconomic issues, and they rarely 
settle their differences on a piecemeal basis. The parties must resort 
to the Wage Stabilization Board before there can be a final determina- 
tion of wage issues between them. The order recognizes the facts of 
industrial life by providing them with an opportunity not otherwise 
available to settle all their differences at the same time and place. 
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In providing this procedure, however, we have retained and under- 
lined the fundamental principle of voluntarism as the basis for the 
settlement of labor disputes. Nothing in the order precludes resort 
to strikes or lock-outs, but it reduces the necessity for resorting to 
economic pressure. Nothing in the order enables the Board to take 
jurisdiction over a dispute on its own motion. 

Labor and management decide between themselves whether they 
wish to submit their dispute to the Board, and, if so, what issues they 
wish to submit to the Board to consider. Further, they must agree 
between themselves as to whether they desire the form of the Board’s 
action to be by way of recommendations only or whether they are to 
be bound by the Board’s decision. ‘This is certainly the minimum 
machinery which could be added if the Government were to take any 
cognizance of the impact of the defense effort on industrial relations. 

It is the duty of the Board to establish criteria concerning those 
eases which it will reject. When it does so, it will be my recommenda- 
tion to the Board that it only hear cases having a significant impact on 
the national defense effort. The Board must in any event be satisfied 
that a particular case threatens an interruption of work affecting the 
national defense or that collective bargaining and mediation facilities 
have been exhausted. 

For these and other reasons, the Board may decide not to accept 
the dispute, even though the parties, themselves, wish to submit it 
to the Board, leaving the parties to customary techniques of settle- 
ment, even including the possibility of a strike. 

There is a second route by which a labor dispute may come before 
the Board. If the President believes that a dispute ‘substantially 
threatens the progress of national defense,’’ he may refer it to the 
Board. Even in these cases, the basic principle of voluntarism is 
carried through. The parties will, of course, be invited to cooperate 
by appearing and supplying relevant data. It is my understanding, 
however, that the Board has no subpoena powers, and the parties 
cannot be compelled to appear before it. Nor is any conclusion that 
the Board may reach in this type of case binding upon the parties. 
The Board has authority merely to “investigate and inquire into the 
issues in dispute’’ and to make ‘‘recommendations”’ as to fair terms 
of settlement. 

This analysis of the Board’s authority under the order makes it 
quite clear that the Board lacks the authority possessed by the War 
Labor Board in World War II. Among other things, after passage 
of the War Labor Disputes Act, the War Labor Board could take 
disputes on its own initiative without regard to the wishes of the 
parties. It had subpoena powers to compel attendance. This was 
the kind of Board which appears to have been contemplated by 
title V of the Defense Production Act. If present machinery proves 
inadequate, some kind of compulsive machinery such as envisaged 
by that title may have to be established at a future date. It is to be 
hoped, however, that the machinery just established, together with 
other existing machinery based on the principle of voluntarism, will 
do the job. 

This newly created machinery does not conflict with the procedures 
established by the Labor-Management Relations Act for dealing with 
‘national emergency” disputes. Both the Executive order under 














306 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


which the Wage Stabilization Board operates and the Defense 
Production Act specify that no action is to be taken which is incon- 
sistent with the Labor-Management Relations Act. The Taft- 
Hartley procedure is something quite different from the Board’s. 

It gives the President discretion to deal in a particular way with 
certain special labor disputes. Before the President can invoke 
these powers, there has to be a threatened or actual strike or lock-out 
affecting an entire industry or a substantial part thereof engaged in 
trade, commerce, or the production of goods for commerce. This 
strike or lock-out, actual or threatened, must be one which would 
imperil the national health or safety if permitted to continue or to 
occur. Only under these circumstances will the President invoke 
these procedures. If these conditions are met he may appoint a Board 
of Inquiry with compulsory powers to inquire into disputes, find the 
facts, and report their findings to him. 

The Wage Stabilization Board machinery, on the other hand, is to 
be used whenever the President believes a labor dispute ‘“substan- 
tially threatens the progress of the national defense effort.” Circum- 
stances dictate procedures, and the circumstances and the interest 
threatened calling for the use of one procedure or the other are entirely 
different. In any event, nothing in our procedures impairs the 
President’s power of discretion to resort to the Labor-Management 
Relations Act. From an industrial relations viewpoint, it is clear 
that the two procedures are essentially separate and distinct from 
beginning to end. 

During this period, when we are preparing for our national defense, 
we must use all the tools of achieving agreement at our command. 
These techniques include collective bargaining, and the negotiations 
that go with it, conciliation and mediation, the national emergencies 
procedure of the Labor-Management Relations Act, and the new 
machinery which I have just described. 

The question has been asked as to what the Board would do if a 
dispute involving a stoppage of production were referred to it by the 
President. While I can speak only for myself, I wish to make very 
clear what my position would be in that situation. I would recom- 
mend to the Board: 

First, that it do everything in its power to obtain an immediate 
resumption of production. Second, that the Board take no action 
concerning the merits of the dispute until that end was attained. 

Thus to meet the problem raised by a new kind of labor dispute— 
disputes affecting the defense effort—a new kind of machinery, closely 
geared to the defense effort and preserving voluntarism to a maxi- 
mum degree, has been established. As such, it provides labor, man- 
agement, and ultimately the public with a widened choice of tech- 
nique, a new instrument, for the settlement of labor disputes in a 
mobilization period. 

The CuatrMan. What is the personnel of the Wage Stabilization 
Board? 

Mr. Taytor. The Board is an 18-man board. I am the chairman. 
Mr. Clark Kerr, of California, is the vice chairman. 

Public: Mr. Nathan P. Feinsinger, of Wisconsin; William M. Hep- 
burn, of Georgia; John Dunlop, of Massachusetts; Frederick H. Bullen, 
of New York. 
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Industry: Milton M. Olander, of Ohio; Alexander R. Heron, of 

California; Richard P, Doherty, of Maryland; Henry Bradford Arthur, 

gg J. Ward Keener, of Ohio; Reuben B. Robertson, Jr., of 
io. 

Labor: Harry C. Bates, of Texas; Joseph A. Beirne, of New 
Jersey; William C. Birthright, of Indiana; John W. Livingston, of 
Missouri; Emil Rieve, of New York; Elmer E. Walker, of Maryland. 

The CHarRMAN. You exert a moral influence. You don’t have any 
power to enforce your decisions? 

Mr. Taytor. With respect to disputes? 

The CHArRMAN. Yes. 

Mr. Taytor. We do not have any force to compel acceptance of the 
recommendations or decisions, although, should the parties volun- 
tarily agree in a particular case to submit a dispute between them to us 
for final determination, we would make that determination and perhaps 
there is a little more than general moral force upon them in that 
circumstance to accept the Board’s decision. 

The CHarrMAn. How many decisions have the Board announced? 

Mr. Taytor. We have handed down very few decisions. As you 
know, the Board was inactive for 2 months and was reconstituted last 
week. We had this backlog of 1,200 cases. Two general policy rules 
were made last week which we hope will release approximately 400 of 
these cases that have piled up for administrative handling under the 
Wage Stabilization rules. We have this backlog problem which, it 
seemed to me, we couldn’t approach solely case by case, but that there 
would have to be some general determination to really handle them 
properly. 

The CaatrMan. To what extent have the voluntary parties in 
interest acquiesced in your decisions? 

Mr. Tayuor. In Wage Stabilization orders directly? 

The CHAIRMAN. Yes. 

Mr. Taytor. This new Board has not been able, really, to issue 
decisions where that can be tested, Mr. Chairman. There was the 
problem in the old Board, as you know, where the labor members 
withdrew because they were not satisfied with certain wage determina- 
tions of the Board, although I am told there were other factors 
involved. 

The CHarrMAN. Has the Board the power of subpena? 

Mr. Taytor. As I understand it, Mr. Chairman, the Board does 
not have the power of subpena in these dispute cases. 

Mr. Mutter. Your Board has hardly had an opportunity to 
operate? 

Mr. Taytor. We had sessions last week and we have made some 
progress, I think. We have managed to get out quite early, for 
example—no, we are working very closely with an agricultural order: 
to see to it that some flexibility gets into agricultural wage determina- 
tions and, I think, we will have that out this week. 

Mr. Mutrer. Under the existing wage law stabilization, the 
authority to stabilize wages is not placed with your Board, am I 
right? 

a: Taxtor. If we make few rules with respect to wage stabiliza- 
tion policy, it is subject to the approval of the Administrator of 
Economic Stabilization. That is correct. 














308 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Mr. Mutter. Have you made any recommendations as to any 
changes or amendments to the existing law? 

Mr. Taytor. No sir, we have not. We are really just beginning to 
tackle the problem of what is involved in the ingredients of wage 
stabilization policy for this period. 

Mr. Mu rer. I trust that after you have delved in the subject fully, 
if you have any recommendations as to changes in the law, you won’t 
hesitate to let this committee have the benefit of your advice? 

Mr. Taytor. Yes, we will. 

The CuarrmMan. Any further questions? 

Mr. Bouturne. Mr. Chairman, I have a question. 

Dr. Taylor, I would like to get your opinion on what would be the 
effect, if we were to enact into law, a rigid inflexible wage freeze as of a 
given date? 

Mr. Taytor. Mr. Bolling, when a wage freeze comes into effect on 
any given date, as did occur in January, you stop a movement in its 
tracks and there will have been a wage increase previously granted to 
a plant on one side of the street and in the normal course of affairs the 
plant on the other side of the street would move up to it. We have 
cases before us right now in consequence of the wage freeze that oc- 
curred, where one group of workers in a plant, say the production 
workers, received a wage increase prior to the freeze. The white 
collar workers were caught by it. Many of the cases before us are to 
reestablish relationships which were distorted by stopping a movement 
in its tracks. 

Mr. Bouuirna. Under the present law you do have the flexibility to 
take care of inequities and soon. What I had in mind was the statu- 
tory enactment that there would be a wage freeze as of a certain date, 
which would give you no flexibility whatsoever in taking care of the 
equities? 

Mr. Taytor. Yes. 

Mr. Bouurna. Now that kind of a law would have a number of 
peculiar effects and I wondered if you, out of your knowledge, could 
describe some of those effects? 

Mr. Taytor. Of course, when we come into a defense period, as we 
have now, where there will be a considerable mobility of labor into de- 
fense areas, in order to get people in a vital operation and where the 
available resources of manpower in that area are low, I have no doubt 
that a wage freeze would be impossible if the production requirements 
were to be met, and so provision has to be made for fiexibility if we 
are going to achieve the production which is contemplated. 

Mr. Bouirna. Thank you. 

Mr. Coxe. Mr. Chairman. 

The CHarrMan. Mr. Cole. 

Mr. Coun. Mr. Taylor, what is the method by which your board is 
setting up to determine a proper wage level? In other words, explain 
to me how you start in to determine a proper wage level. 

Mr. Taytor. We have before our Board a number of critical cases 
where management and labor have agreed that the rules, as they are 
presently developed, are not workable. That is really what some of 
these submissions are, agreements between important employers and 
labor which have made agreements which cannot be approved under 
the current policy. The Board will take those cases and examine as 
to whether or not the task of stabilizing wages permits approval or 
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prevents approval of those cases, so that is one way by which a policy 
will be determined. Some of those cases are before the Board. 

There will be motions introduced for Board discussion providing 
for modification of some of the current rules and they will be discussed 
as a policy question. 

Mr. Cot. Has the Board set up a list of criteria upon which you- 
make decision? 

Mr. Taytor. No, but it is working on that. The reasons we have 
not tackled that matter as yet are these: for two months some 1,200 
cases, now 1,600 cases, have been awaiting action. We thought 
that the first thing we should do would be to take effective steps to 
deal with those long-pending cases, but I would judge that beginning 
this week the Board will tackle the basic-policy question. 

Mr. Cote. How, then, can you determine whether or not an increase 
or a decrease in wages should be granted? 

Mr. Taytor. On these cases we are now handling, the backlog? 

Mr. Cote. Yes. 

Mr. Taytor. Some of them can be handled by very slight modifi- 
cations of present rules that seem not to involve basic-policy questions, 
by interpretations of rules already on the books and already passed 
by the earlier board. 

Mr. Cote. I am not getting down to the ground that I want. I 
want to know how the Board now decides a wage-stabilization case, 
what factors are taken into consideration now, when two parties come 
before you and say ‘“‘We have a question of wages.’’ What factors 
' do you take into consideration, what factors does the Board take into 
consideration and determine whether or not relief should be granted? 

Mr. Taytor. There are many, many factors taken into account. 
One of the factors is any distortions in the wage relationships that 
have taken place, the cost of living factors are taken into account, 
the prevailing wages in the territory, a whole host of factors are taken 
into account. I do not think that it is possible to point out any one 
which is 

Mr. Cots. Go over those again for me. The first is distortions? 

Mr. Taytor. Yes, if distortions have been created. 

Mr. Corr. Which ones are those? 

Mr. Taytor. Those that I mentioned earlier in answer to Mr. 
Bolling’s question. If one group of workers prior to the freeze 
secured a wage increase, and that was permissible, if a group of workers 
who normally followed that pattern, where the same circumstances 
prevailed, that would be a distortion in relationships that would be 
taken care of. 

Mr. Coin. Then rates prevailing in the area is practically the same 
thing as a distortion, is it not? 

Mr. Taytor. It could very well, it is a very close factor, but this 
kind of a case arises in wages prevailing in the territory. You get 
companies which in the time of difficult competition, low profits, go 
to their workers and they will say ‘“‘ You cannot have the wage increase 
that others had. I am just not able to pay.’”’ There comes along a 
time when their business gets better and they will want to make a 
wage increase that was, in a sense, deferred. Those are some of the 
agreements we have before us. The parties will join and they will 
say, ‘‘As a result of our own business fluctuations, our normal relation- 
ships are disturbed.” 
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Mr. Coxe. A rather interesting thing occurs in the mind of Member 
of Congress when he votes upon a bill and then sees it administered. 

In voting upon this measure, the Defense Act of 1950, the debates 
on the floor of the House envisioned the idea ot a stabilization of wages 
in connection with the problem of production. You will recall that 
there was a question of whether wages should be frozen or put under 
ceiling in industries which were required to be put under price controls 
The thing I am getting at is this: It appears to me, from what you 
tell me, that to date, at least, the Wage Stabilization Board has 
primarily taken into consideration disputes, maybe not disputes but 
questions which have been presented to the Board by the parties 
involved in order to secure a rise in the wages. 

Many of the Members of Congress, I am quite sure, felt that it was 
the obligation and duty of the Board to take upon itself the investiga- 
tion of wages in industries upon which a ceiling had been placed, in 
order that you might not force a hole to be punched in the ceilings by 
pe oh ap order that they might retain price control under the law as 
enacted. 

Is that conception of your duty being considered by the Board or 
am I wrong? 

Mr. Taytor. As I recall that phase of the act, and discussion on it, 
I understood that there could be selective price controls and if prices 
were selectively controlled, wages would also be selectively controlled, 
but that the discretion was in the hands of the agencies to have an all- 
over control at the same time, which was the course which was 
ultimately followed. 

There were a few steps taken on the selective price and wage 
control, but that did not develop in that way. 

Mr. Coxe. That is true, but you yet have in determining your 
orders with respect to a given case brought before you, you yet have 
a selective determination, do you not? 

Mr. Taytor. You say industry by industry? 

Mr. Cote. Yes. 

Mr. Taytor. Partly, and the reason for it is something like this: 
In these large industries we have some very important cases before 
us involving meat packing and northern textiles and the rest of it. 
They have all been held in abeyance. The problem is a unique one, 
in a way. I might refer to it in passing, if you will permit. The 
last time we went into wage stabilization in World War [I—I was 
connected with that operation too—we developed a wage stabilization 
program in connection with disputes between management and 
labor—they could not agree—and gradually there evolved certain 
principles. This time the question before us is whether wages agreed 
to by management and labor as being fair, equitable, and necessary 
for their operation should be interfered with. In a sense, you get a 
reversal of a point of view. Those cases are before us. It does not 
seem to me that we will do our duty if we fail expeditiously to decide 
whether those agreements involving large and major industries are 
permissible. 

To some extent out of that will evolve policy. I think at the same 
time there must be a discussion of the broad problems, such as you 
have indicated. It must be a combination of the two, Mr. Cole. 

Mr. Cour. My fear is that you will be so mired down with cases 
which are presented to you between individual businesses, that you 
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will forget or you will pass on the broad problem of stabilization of 
wages to prevent increase of prices under the price control section. 

In that connection, how close is your liaison between the OPS? 

Mr. Taytor. | think it is very close. As was indicated earlier, 
should we develop a recommendation for wage stabilization, it is 
subject to the approval of the Administrator of Economic Stabiliza- 
tion, who, also, works in a similar fashion with the Director of Price 
Stabilization. , 

Mr. Corie. When you talk about flexibility, don’t you mean 
flexibility upward? 

Will vou ever be flexible downward in wage stabilization? 

Mr. Taytor. Well, I don’t know exactly what you mean by flexible 
downward, . 

Mr. Coxe. As I see it, the flexibility is the pressure up and that 
wages are going up and up and that there is apparently no indication 
that there is going to be any stepping down. 

Mr. Tayuor. If there is, nobody is coming to us asking for wage 
decreases. I think that perhaps we would not initiate it at this 
juncture, at least, until we get our grip on the problem before us. 
I do not think that our problem is cutting wages and I do not think 
folks, really, are looking for that. I think it is a stabilization of wages 
with a minimum movement which will prevent a run-away inflation. 

Mr. Coe. I noticed two articles in the paper the other day. One 
of them was that somebody in your agency, I think, was rather hope- 
fully announcing that they would be able to punch a ceiling in the 
wages and get a rise in wages, and then the same day in another paper 
someone was regretfully announcing that woolen clothing might be 
forced to rise under the price ceiling. 

It seemed to me a rather interesting approach. I happen to think 
this clothing is pretty reasonable now and that maybe they are en- 
titled to a rise in prices, but it seems to me that perhaps your agency 
is interested in being sure that we get the ceiling punched in wages 
and get wages up, but Mr. DiSalle’s organization is entirely concerned 
with keeping prices down. 

I understand that there are pressures on both of you, but I think it 
is a problem you should be highly aware of and approach with a great 
deal of care. 

Mr. Taytor. We are, indeed. Our problem is two-sided, really. 
It looks to the effect of wage increases on price and we look the other 
way, which is the effect on industrial relations, because one of the ways 
in which we can mobilize our resources is to see that we have peaceful 
and cooperative industrial relations, of course, so that we have those 
considerations which pull in opposite directions. There is no doubt 
about that. 

Mr. Cots. In connection with the cost-of-living index, as you find 
it rise, or if it should lower, but as you find it rise, it is your judgment 
that the Board is duty-bound to increase wages? 

Mr. Taytor. No; I don’t say the Board is duty-bound to increase 
wages. 

Mr. Coxe. But they incline to do so? 

Mr. Taytor. I would just say that these matters are under dis- 
cussion before the Board and I can’t speak as to what the Board will 
«lo on certain pending cases, but I think this much is quite evident: 
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You can’t stabilize wages with runaway prices or vice versa, and the 
two work closely together. 

Mr. Coxe. I am very much interested in the fact that you say you 
believe in a stabilization program and not a freezing program. 

Mr. Taytor. Yes; that is right. 

Mr. Cote. Because I have been questioning Mr. Wilson, Mr. 
Johnston, and Mr. DiSalle on the theory of our stabilization program, 
whether it actually was a balance, as though we were on a scale or 
whether it was a complete freeze. As the particular industry comes 
out of balance, then it is their responsibility and yours to see that it 
comes back in balance. 

Of course, I am a little dubious that any board or anyone else can 
do the job, but I know you are charged with it and are going to do 
the best you can. I can’t see how you can possibly have enough 
people, enough rules and regulations, enough of anything to actually 
do a very good job. 

Mr. Taytor. May I comment on that, Mr. Cole? 

Mr. Cote. Yes. 

Mr. Taytor. I think it is a tremendous job to combat this inflation. 
I think it is a great challenge to our democracy as to whether we will 
be able to bring it under control, but despite the difficulties of the job 
of stabilizing wages, I think we have to do everything in our power to 
bring it as far in line as we can. We are thoroughly cognizant of the 
difficulties of the job. 

So many people have said that it is impossible to do it, and we don’t 
believe it. We believe you can get a stabilization of wages and without 
the effort to do so, that the runaway, the increases in wages and the 
distortions would be so much worse than without the program that I 
think we just have to step up and do everything we can to bring it 
into line. 

Mr. Coxe. I want to turn to a part of your statement. It has been 
said that you are taking over the authority, to a great extent, of the 
Taft-Hartley law; what is your comment directly with respect to that? 

Mr. Tayuor. I think the two are quite different. They serve 
different purposes, as I have indicated. The criteria for taking action 
are different, the powers of our Board in such a dispute are different 
than the powers of a board of inquiry, established under Taft-Hartley. 
The procedures are different and the results are different. It seems to 
me that they are quite different procedures. 

Mr. Cotz. May I suggest to you, however, that following the pro- 
cedure you have suggested under the mobilization program, it is 
possible that your Board will supersede and entirely eliminate any 
action that might be brought under the Taft-Hartley procedure? 

Mr. Taytor. No, sir. 1 sought to make clear in the statement that 
this Board that was set up might make it unnecessary to proceed to set 
up a title 5 board. I think the Taft-Hartley procedures are usable by 
the President within his discretion just as always. 

Mr. Coxe. I understand they are usable, | understand they are 
usable. The question is, Will they be used? In that connection, you 
say that this is not inconsistent with the Taft-Hartley procedure? 

Mr. Taytor. I don’t believe it is. 

Mr. Coxe. Let’s assume that it is not inconsistent, but is it your 
judgment that even though it were not inconsistent, it might still be a 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 313 


different and new and completely unusual procedure, which might 
supersede the Taft-Hartley law? 

r. Taytor. As I understand the Taft-Hartley procedure, the 
President is given the discretion, where there is an industry-wide prob- 
lem, or one affecting substantially a part of an industry to take certain 
steps. As I understand it, it is discretionary. 

I think you can have another type of dispute, which typically grows 
out of the needs of a defense program, a dispute which substantially 
interferes with the production program, or words to that effect. It is 
an entirely different kind of labor dispute which is referred to. 

Your question as to whether there is overlapping, it seems to me, 
that there are two separate tools in a defense program which is new, 
new kinds of problems, you have a new tool which can be used for 
a new kind of situation. I think it is discretionary in both cases. 
How the President will utilize them, I, of course, wouldn’t say. It is 
within his discretion. 

Mr. Co.gn. This committee has not been concerned with labor law, 
we are not specialized in it, therefore I am not going to pursue it much 
further except with this one additional statement. 

As I view your statement, as I view the proposed procedure under 
this wage stabilization policy, it appears to me that you have not— 
not you, but there is a definite possibility that the procedure under 
the Taft-Hartley might be completely eliminated. 

Mr. Tay.or. I would not think so. 

Mr. Cote. I am interested to have your point of view about it. I 
think that is important. 

That is all. Thank you. 

Mr. Deane. Mr. Chairman. 

The CuarrMan. Mr. Deane. 

Mr. Deane. Will you give us the names of the various members of 
the Board? 

Mr. Tayuor. I have read that into the record earlier, Mr. Deane. 
Will that suffice? 

Mr. Deane. The only question that I wanted to ask concerns the 
textile wage problem that recently existed and what decisions have 
been reached. 

Mr. Taytor. Are you talking of the agreement that was reached in 
New England? 

Mr. Deane. Reached all through the East, down into the South? 

Mr. Taytor. There are two problems, as I understand it. 

Mr. Deane. Will you outline both of them? 

Mr. Taytor. Yes, sir. 

There are certain agreements which have been entered into by the 
northern New England woolen manufacturers and the textile workers’ 
union and other agreements entered into by the cotton manufac- 
turers in that area with the textile workers’ union. Those agree- 
ments are before us for action and upon them we are proceeding. 
We are informed that there were certain demands made upon the 
textile manufacturers in other parts of the country. That is not 
within our jurisdiction. We have no interest in it, other than interest 
as general citizens. We would not initiate action in those cases. 

As you know, there were strikes which resulted in some of those 
cases and, oh, there were some inquiries as to whether our Board 
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would intervene. As I have indicated in my statement, we do not 
initiate action. 

Mr. Deane. Have you participated in the discussions? 

Mr. Taytor. In the discussions of strikes? 

Mr. Deane. Yes. 

Mr. Taytor. The northern submissions? 

Mr. Deane. Yes. 

Mr. Taytor. They are presently before.a panel of our Board and 
the panel of the Board will report to the full Board very shortly with 
respect to the facts in those matters. 

Mr. Deane. Last Thursday there were some 1,200 or 1,300 cases 
before you. 

Mr. Taytor. That is correct. 

Mr. Deane. What disposition did you make of those cases? 

Mr. Taytor. Well, they are handled in two ways. 

Mr. Deane. Did you get any of them behind you? 

Mr. Taytor. Oh, ves. As I mentioned earlier, we made certain 
general policy rules that will permit administrative action on some 
400 of them. They had to do with slight changes in orders already 
passed by the previous Board, and those 400 cases will shortly issue 
one way or another. 

Then, in addition, the Board has these general cases involving 
substantial parts of industries. They will be taken up case by case 
in order that we might handle them and find out what are the prob- 
lems in wage stabilization, in fact. 

Mr. Deane. What percentage of these cases are wage applications? 

Mr. Taytor. We made an analysis of all of them. I will answer 
your question and submit it for the record, if you like. 

Here are the large categories of these pending cases: 

Fifty-seven of them involve escalator clauses in one form or another. 

Thirty-three involve deferred increases. That means that there 
has been an agreement to give 3 cents at the end of a year—something 
of that sort. 

A third category which we call abnormal base pay period cases; 
when that 10 percent limitation was put into effect, it was said the 
10 percent over January 15, 1950, would be allowed. There are certain 
claims that that is an abnormal base for considering the increases in 
some industries. 

We have 51 construction industry cases. We put them in a separate 
category instead of by type of problem because there were so many 
of them in the one industry. 

There are 29 involving fringe benefits, and 51 adjustments for 
individual workers. 

In addition to those, there are approximately 200, which is the 
largest category that we have, involving so-called interplant and intra- 
plant inequities, the plant across the street claiming it is out of line or 
the worker in a plant claiming he is out of line. That is the biggest 
bulk of those cases—some 200. 

Then we have the most important pending cases; that is, covering 
industries or ‘large segments thereof.. The east coast shipbuilding 
agreement, meat packing, New England cotton and rayon and textile 
settlements, Republic Aviation of Long Island, Fairchild and Hagers- 
town, Md., are the relatively large cases pending. 
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Mr. Deane. What is the attitude of members of the Board as to 
whether or not they will be able to accomplish anything in view of the 
type of law that they are operating under? 

Mr. Taytor. We think that we can do a fair job under the law. 
Our problem is really in developing these relationships. We just 
have to grapple with the problems Sun we know what the ingre- 
dients of wage stabilization are this time. 

Mr. Deane. Is that the attitude of the public as well as the labor 
members? 

Mr. Taytor. Yes. I think I can speak for the public members. 
They are not anxious for any change in the law. Maybe, after more 
experience is gained, there will be suggestions forthcoming. 

Mr. Deane. I believe you mentioned that was—— 

Mr. Taytor. I am talking only of the wage provisions of the law, 
as I take it you are, Mr. Deane. 

Mr. Deane. Yes. 

That is all. 

Mr. Nicuouson. Mr. Chairman. 

The CuarrmMan. Mr. Nicholson. 

Mr. NicHouson. You just stabilized wages in different areas. 

Mr. Taytor. I am sorry, I didn’t catch that. 

Mr. Nicnonson. You just stabilized wages in certain areas in the 
country; is that right? 

Mr. Taytor. No, sir. It is our duty as we conceive it to develop 
a wage-stabilization policy for the country. 

Mr. NicHouson. You were talking about textiles? 

Mr. Taytor. Yes, sir. 

Mr. Nicuouson. We have an average price in Massachusetts and 
upper New England of about $1.06 an hour, while in North and South 
Carolina and Georgia they have 76 cents, a difference of 30 cents. 
How do you arrive at a decision on that? 

Mr. Taytor. We have a decision on the northern cases to make. 
We have no problem before us at the moment, with the southern 
territory, but on this business of area differentials 

Mr. Nicnotson. You couldn’t cut down the price in New England. 
You would immediately have a strike. As I see it, you would anyway. 

Mr. Taytor. Nor could we intervene in any strike that would occur, 
as did occur in the southern territory, nor would it be our intention 
to do so. 

Mr. Nicnotson. Of course, if wages go up, it is a rather natural 
thing, although a lot of people say that prices don’t have to go up; 
that somebody takes that over and they are lost. I can’t see how 
you can do this unless it would be fair to everybody not to make a 
standard wage during this period. Let competition take care of it 
some other place, but in this period where everybody is scared to 
death about this, that, and the other thing, then it seems to me that 
we ought to stabilize it right across the board and we wouldn’t have 
any trouble, if we go on the assumption that people are getting a liv- 
ing now, whether they are in business or whether they are working. 
That immediately puts cotton textile and maybe woolen mills in the 
position where they can’t even bid, let alone compete. 

Mr. Taytor. I am quite familiar with that problem. I have lived 
with it in many areas, myself. I say frankly I don’t think that this 
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Board should seek to disturb differentials which have been long estab- 
lished. Indeed, it has no authority to do so. One of the steps in 
the direction that you are looking for, of course, is the 75-cent mini- 
mum wage in the Fair Labor Standards Administration. 

Mr. Nicuotson. All right. 

The CuarrMan. Dr. Taylor, is there much competition in the labor 
market for skilled labor? Do the employers of skilled labor complain 
that other employers have a tendency to take their skilled mee 
away from them? 

Mr. Taytor. There is some of that, Mr. Spence. 

The CHarrMan. Would that be submitted to your Board? 

Mr. Taytor. We get this kind of a problem and it comes to our 
Board this way: 

If you will bear with me in a little illustration of how it comes about: 
We have been wanting to consider and to recommend to the Adminis- 
trator of Economic Stabilization the elimination of small companies 
from the wage stabilization program, of four employees or less, for 
example. The administrative problem of dealing with those seems 
to us to be so stupendous that it would be good business to pass such 
a rule, but some of our friends have said, ‘‘If you do that in the tool 
and die industry, then big shops will be broken down into little shops 
and there will be quite a scramble for tool or die workers,” so that we 
have had to take a look at the possibility of exempting small employers. 
We know, for instance, that in tool and die workers there is a great 
scramble for their services. 

I merely mention that as an illustration and there is a shortage of 
skilled mechanics in many territories. 

In the absence of wage stabilization, the bidding for them, pulling 
them back and forth, would certainly go on apace. 

The CHarrMAN. That might seriously affect production? 

Mr. Taytor. There is no doubt about it that it would seriously 
affect the production, Mr. Chairman, in these vital defense areas 
especially. 

Mr. Cotz. I have one more question: Just from my point of view, 
I want again to emphasize the fact that I am afraid it is possible that 
your Board will fail to see the woods for the trees. By that I mean 
that you may fail to see the over-all wage stabilization policy, as I 
envisioned it, because of the tremendous workload forced on you by 
case after case. I wanted to impress, from just one man’s point of 
view, that it seems to me very important that your Board undertake 
these criteria and I don’t think your criteria are sufficient. 

Mr. Taytor. I agree that they are not sufficient. We have to 
work on them. 

Mr. Coe. I think that that should be done, and very, very 
quickly. 

Mr. Bouin. As to the difference between the present situation 
and the World War II situation as to who was coming to you and 
asking for increases, your statement at the bottom of page 4 points 
out that 645 cases were filed by employers alone, 542 cases by em- 
ployers and unions jointly. 

Mr. Taytor. That is right. 

Mr. Bouurne. I wonder if you would care to enlarge a little bit on 
the underlying causes, as you see them, for the difference in ‘this 
situation and the situation in World War II? 
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Mr. Taytor. I think there are a number of very interesting reasons. 
To begin with, we start out with a tighter manpower situation than 
we did in World War II, the desire of employers to insure a full com- 
plement of employees is a natural one at this time. 

I think there is something else, Mr. Bolling. I think there is a 
strength we have this time that we didn’t have at the start of World 
War II. Collective bargaining is better performed today than it was 
then. You have companies and unions coming to agreements in 
areas that 10 years ago you would not have thought was possible and 
they are solving their problems. It makes you stop and think a 
little bit, you know, when you get labor and management in a par- 
ticular industry, with good relationships, having come to a joint con- 
clusion about the wage which is essential in their judgment for them 
to do their job and to carry on and both of them are just as patriotic 
as any and will pull their full load in the defense effort, and the ques- 
tion is in those cases whether there are overwhelming considerations 
of national interest which would lead you to create a labor dispute 
where none now exists, so that in those particular things there are 
marked contrasts to the beginning of World War II but I do think 
that collective bargaining is much more resultfully performed now 
than in World War II. That and the manpower situation I think 
account for a great deal of it. 

Mr. Bouuine. That, in effect, makes clear that it is not the case 
that labor alone is trying to obtain wage increases. But, in fact, a 
much broader segment of the economy including elements of both 
management and labor feels that for the strength of the economy, 
some wage increase should be allowed. It is interesting that in so 
many cases management and labor should agree at this point. 

Mr. Taytor. Yes. I interpret that this way, Mr. Bolling: 

When the Board discontinued operations several months ago, it was 
starting to formulate a wage stabilization policy. As a matter of 
fact, I should have mentioned, when I was discussing this with Mr. 
Cole, that General Order 6 was really an attempt to build up a general 
policy for the operation of wage stabilization and then it stopped in its 
tracks. Normally that would have been developed and expanded 
and what the parties are really saying to us in these voluntary sub- 
missions is that we don’t think your stabilization program is complete 
or that you have not worked it out sufficiently to meet the very real 
problems that we have before us. 

It is a very natural thing that they should do that as respects the 
stabilization program that has been stopped for 2 months. 

Mr. Tauue. Mr. Chairman. 

The CuarrMan. Mr. Talle. 

Mr. Tatuz. Dr. Taylor, on that point may I ask you if existing 
inflationary forces and also the forces that are feared in the future 
have a significant bearing on these agreements that you have already 
mentioned, as well as the requests for breaking through whatever wall 
is set up as a point beyond which wages should not go? 

Mr. Taytor. I am not sure that I caught all of the words. Are we 
able to stabilize if present inflationary forces continue? Is that it? 

Mr. Tauue. No, I apparently didn’t make my question clear. 
Everybody knows that inflation is working pretty vigorously and has 
for some time. I think most people are afraid that it is going to work 
faster and harder in the future. 
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My question is, Is it true that these agreements that you have 
mentioned, where labor and management get together and ask for an 
increase, and so on—is it true that they grow out of this fear of the 
future, as well as current inflation, so that they are getting together 
principally because they have a common fear of the future? 

Mr. Taytor. Yes, I think that is a factor. 

Part of our problem is that that fear was expressed in agreements 
that were made right after the Korean affair started. 

It is a very interesting thing to look through the wage agreements 
that were made during 1950. In 1949 there were very few wage 
increases made; that was the year of pensions, health and welfare. 
The agreements made in early 1950 were 5, 6, and 7 cents. 

As the year went along, they increased in magnitude, in anticipation 
of what might happen, just as a lot of inventory accumulations, I am 
told, were in fear of what lay ahead. 

Quite a number of these agreements were under the line before the 
freeze took place, and that further complicates this question that you 
very properly, in my judgment, refer to. 

Mr. Tatu. It seemed clear, early this year, that some employers 
of labor were asking for permission to grant increases which they 
otherwise would not have offered, because they thought that condi- 
tions in the future would be such that their labor would wander away 
from them into other industries and they wanted to beat the gun. 

Mr. Taytor. And you get very strong evidence of that in man 
contracts being voluntarily opened during that time. Even thoug 
that was not required by the contract, itself, the so-called voluntary 
reopenings were very numerous toward the end of 1950, which is 
further evidence of that kind of negotiation. There are very strong 
evidences of that, I think. 

Mr. Tatuie. And that is evidence of the serious and difficult and 
complicated effects of inflation, is it not? 

Mr. Tayrtor. That is right. 

Mr. Berrs. Mr. Chairman. 

The CHarrMan, Mr. Betts. 

Mr. Berts. I think one of the important things in this stabilization 

rogram is enforcement after you fix the prices. Now, suppose you 
lane made a recommendation, what bappens, Mr. Taylor? Do you 
submit those recommendations to Mr. Ching? 

Mr. Taytor. He is in the Federal Conciliation Mediation Service 
now. HewasformerChairman of the Wage Stabilization Board. He 
has now resumed his post from which he took a vacation; I guess 
happily resumed his post. 

Mr. Berrs. After you make your recommendations, to whom do 
you make them? 

Mr. Taytor. Recommendations with respect to changes in basic 
policy? 

Mr. |Berts. That is right. 

Mr. Taytor. Mr. Johnston, Administrator of Economic Stabiliza- 
tion. 

Mr. Betts. I assume that you have had a situation where you have 
had to adjust prices, fixed them, or made a recommendation? 

Mr. Taytor. As I understand it, Mr. DiSalle also reports to Mr. 
Johnston, which is at a point where his determination of the effect of 
wages on prices and vice versa gets consideration. 
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Mr. Berrs. What I am getting at is, after the wage is fixed then 
where does itgo? Whathappens then? Suppose someone violates it? 
What happens then? 

Mr. Tayrtor. We have not yet got to the enforcement or inspection 
problem but we will have to work out arrangements. This is still in 
discussion or negotiation. We would hope that the staff of the Fair 
Labor Standards Administration will be able to make certain inspec- 
tions as to whether or not the wage stabilization rules are violated. 
o_o That doesn’t come within the jurisdiction of your 

ar 

Mr. Taytor. I understand that it does. There are procedures for 
the invoking of penalties for those who pay unauthorized wage in- 
creases and they involve the disallowance of the wage bill from income 
tax deductions or for reimbursement in the case of Government con- 
tracts for improperly paid wages. 

Mr. Berrts. The actual enforcement agency has not been set up 
completely? 

Mr. Taytor. No; it has not. We have 50 items No. 1 on our 
agenda. They are all No. 1 and that is one of them; that is one of the 
50 on the first spot of the agenda. 

It gets to be very important, too, because there has been some of 
this moving of workers around. We are getting complaints from 
some companies that this other plant has induced its workers away by 
paying improper wages, and the person who cooperates and abides by - 
the law very naturally resents the loss of employees to the fellow who 
does not, so that that is one of the jobs that must be set up as quickly 
as we can do it. 

Mr. Berts. I haven’t gotten around to reading this act completely, 
but is that covered by this? 

Mr. Taytor. Yes; it is covered fully. 

Mr. Berts. Does it provide for criminal action? 

Mr. Taytor. Yes. 

Mr. Berrs. And injunction? 

Mr. Taytor. There is also a provision for an injunction against 
payment or receipt of compensation not permitted by the regulations. 

would like to say that we would not personally prosecute crimi- 
nally. That would be the Department of Justice’s function, to 
prosecute. 

Mr. Tatiz. Mr. Taylor, your title is Chairman of the Wage 
Stabilization Board, is it not? 

Mr. Taytor. Yes, it is. ° 

Mr. Tatu. You hold the position that Mr. Cyrus Ching held in 
the first instance? 

Mr. Taytor. That is correct. 

Mr. Tate. How large a staff do you have working? 

Mr. Taytor. As I understand it, we presently have 200 employees 
on our staff. 

Mr. Tauue. And are they available for assistance to the members 
of the Board? 

Mr. Taytor. Yes, they are. 

Mr. Tauue. And the original Board was nine members? 

Mr. Taytor. Yes, it was. 

Mr. Tautur. And it is expected that the Board of which you are 
Chairman will number 18? 
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Mr. Taytor. Yes. I think I should say to you on that, if you are 
interested in why the 18, our Board has businessmen on it, folks who 
have their own businesses to tend to, so that you must make provision 
for absentees from some of the members. 

Similarly on the labor side. 

The public members will be there continuously. I would judge 
that we would have a 12-man Board sitting on major policy cases and 
if we do that we might then, when we get down to operations, get our 
major policies determined, we might be able to have two 6-man 
Boards in session at all times to hit at the backlog of cases which are 
inevitable and that would mean that we would expect our business 
and labor representatives to spend 2 out of 3 weeks in working on 
this operation. It would be the public member’s function to be there 
all the time. 

Mr. Taupe. I inquired about your staff. Do you have personnel 
in addition to what you might call your staff? 

Mr. Taytor. We have some consultants. 

Mr. Tatix. You have some consultants? 

Mr. Taytor. Yes; we do. 

Mr. Tatix. Do you have any personnel in the field, let us say, 
throughout the United States and its possessions? 

Mr. Taytor. We use the services of the wage-and-hour offices 
throughout the country for the filing of materials with our Board, 
and the Fair Labor Standards Administration has been very coopera- 
tive and done a splendid job for us in accepting the forms that must 
come to us, advising with people as to whether or not they must 
present requests for approval, explaining the legislation. Their serv- 
ices have been extensively used and effectively so. We are very pleased 
with it. 

Mr. Tatixe. Can you make a statement about the future with ref- 
erence to staff and other personnel? I have in mind the total payroll 
of the agency, of which you are the Chairman. 

Mr. Taytor. Yes. J am making some guesses now. If we develop 
an effective wage stabilization program, when we do develop an ef- 
fective wage stabilization program—I would like to emphasize that 
“when’’—I judge that we will have about 2,000 employees on the basis 
of the volume of cases coming in. 

Mr. Tauuie. Ten times your present number? 

Mr. Taytor. Yes. In the World War II we had about 2,800 
employees at the close of the War Labor Board’s work. Perhaps we 
will be able to do it with about 2,000 employees. 

I would like to do this: I have been talking with folks in the budget, 
I have been talking about starting out with a staff as we have needs 
rather than trying to hire 2,000 people. For example, on disputes, I 
don’t know whether we are going to get many of these disputes or not. 
You can’t tell. As I indicated in my statements, it is thoroughly 
voluntary. I would hope not to even appoint a disputes director at 
this juncture. I would ask one of the public members of the Board 
to receive inquiries with respect to disputes and any submissions that 
are made. You just can’t tell whether you are going to have a large 
volume or a small volume. I would like to build as we go along, 
rather than set up a great disputes-settlement staff. I think that that 
is our disposition on that matter. 
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Mr. Tautux. The consultants that serve you, are they permanently 
assigned to your Board or are they people who are called in on a per 
diem basis as you need them? 

Mr. Taytor. Yes; that is the way, per diem basis, and on particular 
problems. 

I think I should say with respect to that: Here is a Board that has 
difficult problems. Its life, as matters now stand, expires on June 30. 
We assume that there will be an extension beyond that period, al- 
though we understand there are doubts that are raised with respect 
to that. 

You can’t go to a fellow who has a good position and status in his 
community and say, ‘Drop that job and come and work with this 
agency.” It has been a problem with us in getting the personnel as 
we would like. I thought we might be able to do very well by asking a 
person we knew who had particular competence on a problem, to be a 
consultant with us on that problem, and I think we will get better 
personnel than trying to get that same consultant to drop his job and 
come and take a permanent job with us, so we are talking over a 
consultant policy in such terms. 

Mr. Tautuz. Is the honorarium the consultants get fixed by you? 

Mr. Taytor. The maximum is fixed in the statute, and we establish 
individual rates according to ability and experience. 

Mr. McDonovaeu. Your function is to settle and stabilize wage 
disputes where there is a question of an excessive demand on the part 
of employees, where there is a possibility of disruption in the defense 
operation, isn’t it? 

Mr. Taytor. I would not say “yes’’ without a qualification. As I 
have indicated earlier, it is also to determine whether or not agree- 
ments reached by management and labor, with respect to the wages 
that should be paid, are permissible under the act. I feel I must say 
that, because the bulk of our cases, the majority of our cases fall in 
that category. They are not disputes. However, if such an agreement 
is not covered by the policies which have been enunciated up to now, 
the Board must determine what should or should not be permissible, 
which involves developing a new policy. 

Mr. McDonovuau. With reference to, say, railroad employees, do 
you consider the Railway Labor Act as the basis on which the settle- 
ment should be arrived at? 

Mr. Taytor. As I understand it, as far as wages are concerned, 
under this act, the railroad wages are subject to the approval of this 
Board. We certainly would not have anything to do with the settle- 
ment of disputes. 

Mr. McDonoveu. Then, your function is an equalizing function 
rather than a stabilizing function? 

Mr. Taytor. [| think it is a stabilizing function rather than equal- 
| because there are some differentials that are stabilized differ- 
entials. 

Mr. McDonoveu. You do equalize, you function as an equalizing 
Board, as well, I should say? 

Mr. Taytor. I don’t know just what you mean by “equalizing. 
I want to be precise in my answer to you. We don’t make wages 
uniform. 


? 
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Mr. McDonoveu. You act as an umpire between industry and the 
employee to see that the wage dispute for the contract is properly 
followed out? 

Mr. Taytor. Yes, we do. 

Mr. McDonovan. In reference to cases—and there are millions of 
people in this category—that are municipal employees, Federal em- 
ployees, white-collar employees, in which no dispute arises, but in 
which their wage rates are way below the rate of the average employee 
in other industries 

Mr. Taytor. That is correct. 

a pean usem a You have no function there unless a dispute 
arises 

Mr. Taytor. Wedo not, although an employer can give an increase 
at any time so long as it conforms with our general regulations. It 
embarrasses me, too, because I am a college professor and I can’t get 
a raise. Mine is one that lags, and you can’t intervene. 

Mr. McDonoven. You mean you are not organized? 

Mr. Taytor. Not yet. 

Mr. McDonovau. The problem of the white-collar worker is rather 
serious. The fixed employee’s position is a serious thing in this 
picture, where prices are going out of line. Even in the event that 
they were organized, but their services were not directly connected 
with the defense effort, would a dispute of that sort come to your 
Board for settlement? 

Mr. Taytor. They don’t come up in dispute situations at all. 

If I might comment on it this way: I think that is one of the real 
reasons why you have to have wage stabilization in a period such as 
we are entering into. It is true that we white-collar people are lag- 
ging. I think that in the absence of wage stabilization those groups 
more favorably situated would run quite ahead of the pack so far 
that the feeling of inequity which now exists would become even a 
greater one and I think the function of the stabilization rules is to see 
to it that the situation you refer to doesn’t worsen, as it could very 
well, without wage stabilization rules. 

Mr. McDonovuen. In other words, your function doesn’t offer any 
relief to the fixed-salary employee, the municipal employee, the Federal 
employee, or the postal employee. 

Mr. Taytor. Yes; they are still under the rules permitted to have 
a wage increase if they can get their employer to give it to them. 
They are not precluded from obtaining an increase—for example, 
under this rule of allowing a 10-percent adjustment in wages over 
those prevailing on the 15th of January 1950. I was very much 
surprised when we looked the figures over and found many rates 
running far ahead of that 10 percent in the agreements. But over 
40 percent of the people, the wage earners of the country, had gotten 
no wage increases since the 15th of January 1950, and they are the 
group that you are referring to, so the 10-percent regulation in our 
general order 6 gives them the right to move up that far—— 

Mr. McDonovueu. Providing their employer agrees. 

Mr. Taytor. Providing their employer agrees, that is correct. 

Mr. McDonoveu. But not to exceed 10 percent. 

Mr. Taytor. As the rule now stands, not to exceed 10 percent. 

Mr. McDonoveu. Except in the nonoperating railroad employees 
which has been granted? 
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Mr. Tayrtor. That was a matter that was handled—as you know, 
it did not come before our Board. 

Mr. McDonovean. Your Board had nothing to do with that? 

Mr. Taytor. That arose during this period of time while the Board 
was not in session. The labor members withdrew from the Board. 
There were no meetings until last week when it was reconstituted. 
It was during that period of Board inactivity that the nonoperating 
railroad case was brought to the attention of the administrator of 
Economic Stabilization. That was not handled by our Board. 

Mr. McDonoveau. It was a decision by Mr. Johnston, alone? 

Mr. Taytor. That is correct. 

Mr. Cotz. Dr. Taylor, may I ask one more question? 

Won’t your Board be required to make‘a decision whether or not 
you will permit in the future escalator-clause agreements to be 
enforced? 

Mr. Taytor. There is this about it—the present rule is that if an 
escalator clause was placed in a contract before January 25, 1951, it 
may operate until June 30, 1951. 

Some of these cases that we have before us, ‘Is it fair,’’ management 
and union will say, ‘Is it fair that the escalator clause that happened 
to be in the contract prior to January 25 will be permitted to operate 
and that that which was put in a little later will not be?” 

We also tie the escalator clause as presently approved—let me put 
it this way: The escalator clause which is presently approvable is 
the one which is tied to the BLS index. There are certain contracts 
where wage rates have been tied to other indexes. Questions of that 
nature will be before us as respects the escalator clause. 

I take it that the current rule, although I would like to check 
later, but I understand that the current rule is that escalator clauses 
under these conditions are approved in their operation up to June 30. 

Mr. Coun. I notice a story in the New York Times about the so- 
called sixth pay raise request by the union. Is that part of the 
escalator clause or is that just a round that is expected by the union? 

Mr. Taytor. There are some claims, you know, that this 10 percent 
has been exceeded variously, and the question is whether they are 
exceptional cases or constitute a new pattern. It is really one of 
these basic policy questions that you referred to earlier, which is going 
to absorb a good many hours of Board discussion in the next week or 
two. 

Mr. Botuine. Mr. Chairman, may I ask one more question? 

The Cuatrman. Mr. Bolling. 

Mr. Bouuina. One of the groups that I conceive to be very badly 
hit by inflation are people in the teaching profession. 

Mr. Taytor. I agree. 

Mr. Bouuine. Has the Board reached any decision as to what it 
might do in cases where teachers have been voted an increase by the 
taxpayer which would be substantially more than 10 or 15 percent 

Mr. Taytor. As I recall, there is a ruling of the Board exempting, 
not requiring employees of the State, local, and municipal agencies— 
they do not have to file but they are expected to conform to the gen- 
erally applicable wage stabilization rule, so that as matters now stand 
their increases should be limited to 10 percent over the wage prevailing 
in January 1950. 
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Mr. Botitinc. What would be the proper procedure if a munici- 
pality voted an increase of $400 over a $2,400 salary as of that date? 

What would be the proper procedure for them to follow? 

Mr. Taytor. I don’t know. We say, ‘‘You are exempt,” and they 
are on theirown. They are expected not to go haywire. As a matter 
of fact, we think it is quite safe to put it that way because they are 
not going to get excessive wage increases, those emplovees. 

The CuarrMan. Dr. Taylor, you may step aside. We thank you 
very much for your testimony. 

Mr. Clerk, will you call the next witness? 

The Cuerxk. The next witness is Edwin T. Gibson, Acting Adminis- 
trator, Defense Production Administration. 

The CuHarrMaAn. Mr. Gibson, you may proceed. 


STATEMENT OF EDWIN T. GIBSON, ACTING ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION 


Mr. Gisson. Mr. Chairman, I have a statement which I believe 
has been furnished to every member of the committee, which is rather 
long. In the interest of conserving the time of the committee, I will 
digest it, if I may, and be ready for questioning. 

I have asked Mr. Larson, Administrator of the General Services 
Administration, if he would sit with me. Iam sure there are ques- 
tions he can answer that I might not have the detail of. 

The CuarrmMan. Without objection, your statement may be in- 
corporated in the hearing. 

(The statement referred to is as follows:) 


STATEMENT OF Epwin T. Grsson, AcTING ADMINISTRATOR, DEFENSE PRODUCTION 
ADMINISTRATION, BEFORE THE COMMITTEE ON BANKING AND CURRENCY 


Mr. Chairman and members of the committee, I am Edwin T. Gibson, a New 
York businessman in private life, presently and since the resignation of General 
Harrison the Acting Administrator of the Defense Production Administration. 
I think it would be worth while to take a few minutes to describe the place of the 
Defense Production Administration in the organization of the Government for 
defense mobilization. 

As you know, the Defense Production Act of 1950 authorized the President to 
do a variety of things in the interest of national preparedness, with the under- 
standing that the President would delegate those powers to appropriate sub- 
ordinates for execution. We must look, therefore, to certain Executive orders 
of the President, rather than to the statute, for a description of the alphabet 
organization. 

Starting at the top, the Office of Defense Mobilization, headed by Mr. Wilson, 
is charged with over-all direction of the program including both its expansion 
and its stabilization aspects. 

Reporting directly to the ODM on the stabilization side is the Economic 
Stabilization Agency under Mr. Johnston and on the production side the DPA. 

Certain other agencies are responsible directly to Mr. Wilson for the perform- 
ance of Defense Production Act functions, notably the Department of Agriculture 
with respect to food, the Board of Governors of the Federal Reserve System with 
respect to credit controls, and the Department of Labor with respect to labor 
supply. 

The responsibilities of the Economie Stabilization Agency are carried out 
through the Office of Price Stabilization and the Wage Stabilization Board. On 
the production side the Defense Production Administration has delegated respon- 
sibility for appropriate areas of development and control to the Secretaries of 
Commerce, Agriculture, and Interior and to a Commissioner of the Interstate 
Commerce Commission. Within the Departments the Secretaries have organized 
several units to carry out the operations, such as the National Production Author- 
ity in the Department of Commerce, the Defense Transport Administration at 
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Interstate Commerce Commission, and the Defense Minerals Administration in 
the Department of the Interior. During the course of these hearings you have 
heard oF will hear from most of the heads of the organizational units which I have 
named. 

Returning to the Defense Production Administration our agency was created 
and assigned its job by Executive Order No. 10200 on January 3, 1951. Briefly, 
the order delegates to the Defense Production Administrator the functions con- 
ferred upon the President by titles I and II of the Defense Production Act, 
requires him to direct the administration of the functions provided for in title III 
of the act and authorizes him to use the several administrative powers granted 
in title VII of the act. In addition the Administrator is designated as the certi- 
fying authority under the Internal Revenue Code with respect to emergency 
amortization of defense facilities. This broad grant of responsibility is limited 
as I earlier indicated with respect to the production and distribution of food and 
certain Federal Reserve Board assignments. There is included in the order a 
direction to use the several agencies of Government which I have already named 
in carrying out the Administrator’s assignment and there are added certain 
specific responsibilities such as (1) the central programing function incident to 
the determination of defense production programs, (2) the provision of adequate 
facilities for defense production, (3) the determination of procedures and methods 
with respect to purchasing, contracting, specifications, and other elements of the 
defense production program, (4) the assembly of labor supply requirements of the 
production program for the use of the Secretary of Labor, and (5) the approval 
of voluntary agreements for defense purposes. 

The President has asked and the Government witnesses before this committee 
are here to urge the extension of the Defense Production Act with certain strength- 
ening amendments. Before acting on that request you are of course interested 
in knowing to what uses the act has been put in the 7 months it has been in effect. 
Various reports, both written and oral, have been made from time to time to 
appropriate committees of the Congress and I am sure that all the members of this 
committee have examined carefully such of those reports as were made available 
to you. It is entirely appropriate, however, that these hearings should supple- 
ment those various reports with a review of the entire operation. 

I shall attempt a summary of the actions taken by the DPA which I think 
demonstrate the need for the extension of the act and for the proposed amend- 
ments in the areas of DPA responsibility. 

Title I of the act authorizes the President to require priority in the performance 
of contracts which he deems necessary to promote the national defense and further 
authorizes him to allocate materials and facilities to the same end. This authority 
is basic to the economie controls which assure that first things come first and that 
conflicting claims for limited supplies of materials and limited capacities for 
production are resolved in favor of the national defense and the maintenance of 
an essential civilian economy. Priority orders, limitation orders, allocation 
orders, scheduling directives, set-asides, and rationing all are based upon this 
legislative grant. 

By use of title I authority the industrial machine can be converted from peace 
to war production. The output of a particular end product can be reduced or 
stopped and that of another end product expanded. The use of particular 
materials may be cut off entirely or it may be reduced in the production of some 
items and encouraged in others. The use of substitutes may be encouraged or 
required as the need demands. Notably, deliveries may be facilitated to some 
users and forbidden to others. 

The members of the committee are entirely familiar with the use of this au- 
thority in World War II and I refer you to the statement of the Administrator of 
the National Production Authority for more detail concerning its use in the 
present emergency. I do want to emphasize, however, that title I is of first 
importance to economic mobilization, 

Title IT of the act authorizes the President to requisition supplies and related 
facilities for the national defense if he is unable to secure them by agreement on 
reasonable terms. The authority has been delegated to the DPA and is exercised 
by other agencies of the Government with DPA approval when circumstances 
require. We are firmly of the conviction that this particular authority need be 
uae very rarely if a real attempt is made to secure the supplies on a fair value 

asis. 

However, there are occasions when recalcitrance and exorbitant demands 
threaten the national interest, and such cases would no doubt arise more frequently 
in the absence of this statutory authority. Occasionally, also, conflicting claims of 
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title make it legally impossible for the Government to acquire ownership without 
the requisitioning device. 

Authority to requisition effectively supplements the priorities and allocations 
power. When goods are held for sale in the ordinary course of business a priority 
order will channel them into defense use, but when goods are held as an investment 
or for the use of their owner it may be necessary to resort to their requisition. 
Equipment and supplies in great demand may in some cases be held in inventor 
against the possibility of increased prices. If the defense program requires it, saa 
inventories may be taken over under this title for fair compensation. 

Although rarely used, the requisitioning authority is nevertheless of great 
importance. Like the jack each of us carries in his automobile it may happily go 
unused, but when needed it is badly needed. As a deterrent to hoarding and 
profiteering and as an emergency device of great usefulness, this authority should 
be continued in force. 

Title I authority, as I have stated, is exercised by the various defense adminis- 
trations within the regular Departments under delegationfrom DPA. Correlation 
of the use of priorities and allocations authority by several different agencies is of 
course of first importance and some difficulty. No purpose is served in channeling 
scarce construction materials into the building of a plant if the raw materials for 
production or the chemicals and fuel for the production processes cannot be spared 
from other more important uses. The obvious necessity for this coordination 
explains the assignment by the President of the central programing function to a 
single agency from which all the operating agencies receive guidance in the per- 
formance of their respective responsibilities. 

With respect to the programing activities specified in Executive Order 10200, it 
may be helpful if I describe briefly our general objectives and the organizational 
structure through which this part of our job is directed. It is clear that the 
implementation of our defense production efforts requires consideration of the 
imbalances between supply and demand which are produced by this extra load on 
our supplies and facilities, 

Our objective in the central programing operation is to set such standards and 
general levels of production in the various segments of the economy as will pro- 
duce a balance between supply and the essential and permitted usage of materials 
or products which would otherwise be in short supply. In developing plans for 
bringing supply and demand into balance, it is of course necessary to assemble an 
initial statement of requirements for the various segments of the economy—for 
military production, for construction, public utilities, for other civilian activities 
for export, etc.—and compare the total of these requirements with the estimated 
supplies of the materials and products under review. With defense production 
and other abnormal demands superimposed upon the normal requirements of the 
civilian economy, the initial picture is almost inevitably one of imbalance. This 
has to be resolved by determining appropriate levels of production in the non- 
military fields which will save enough material to bring the supply and demand 
picture into balance. A flat percentage cut in the nonmilitary fields would not 
ordinarily be an appropriate solution since within the various segments of the 
economy certain items need to be pushed ahead at or above historical levels. To 
the extent this is true, of course, other items must of necessity be reduced even 
more to achieve a balance. ; 

The kinds of decisions involved in this central programing activity out across 
a wide range of interests and are-bound to have important repercussions. The 
gravity of these decisions calls for as comprehensive a review as can reasonably 
be had and our present concept of the operation involves comprehensive inter- 
agency consideration. 

In the first place, various executive and departmental agencies of the Govern- 
ment are asked to submit statements of required materials and products for desig- 
nated areas of the economy. These requirements are then submitted to the orga- 
nizational units of the National Production Authority or other appropriate 
agencies for review by the people most expert with respect to the supply situa- 
tion in the field under consideration. These agencies are expected to invite all 
other interested agencies to collaborate in this review so as to insure a broad con- 
sideration of the various issues and problems which have to be resolved. Initial 

roposals for bringing supply and demand into balance are then subject to review 
y the Defense Production Administration and it is again the general plan that 
this review include participation by an interagency group—the y treat Adjust- 


ment Committee. A Requirements Committee made up of broad-gage repre- 
sentatives of the various segments of our industrial economy, are also asked to 
advise the Director of Program and Requirements on the broader economic im- 
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pacts of any general program. ‘To the extent possible, the members of the Re- 
quirements Committee are expected to subordinate their interests in any special 
programs. 

An important part of any determination of this sort involves, of course, the 
full consideration of possibilities of increasing the supply of the materials and 
products which is currently inadequate to meet all demands. Usually this is the 
sort of thing which cannot be arranged in time to affect the short range picture 
but is an important element in the considerations. This is especially true if there 
is a quid pro quo involved, such as the reservation of steel to build more aluminum 
plants or the export of some material to facilitate the import of another material. 

A natural corollary of the above balancing activities is of course the implement- 
ing procedures, and while generally the DPA delegates the specific use of priority 
powers to the other defense agencies, the broad general policies necessary to in- 
sure that the priorities are not abused, are not issued in such amounts as to deflate 
their value, and that the general field of production which is not given preference 
ratings is protected, are of course properly reserved for central] determination. 

As I have already pointed out Executive Order 10200 places on the DPA 
responsibility for procurement methods and procedures. In carrying out this 
responsibility the following has been accomplished: 

1. Beginning last February a group of policy consultants to the Administrator 
met 2 days a week for 8 weeks to consider the most effective procurement policy 
in view of the partial mobilization program. In order that their deliberations 
would have the benefit of and provide immediate direction to the Department of 
Defense, representatives of the Office of the Vice Chairman of the Munitions 
Board for Supply Management sat with and assisted in the development of over- 
all ‘edonimen cients, This group of consultants prepared two basic documents: 
Procurement Policy for Small Business, and Procurement Policy for Pricing, 
Negotiation Redetermination, and Renegotiation. Copies have been made 
available to the committee. 

2. Upon the establishment of the Small Business Executive Committee under 
the chairmanship of DPA its initial task was the implementation of the procure- 
ment policy for small business. After several meetings of this committee, general 
agreement has been reached on the recommendations of the Administrator of 
DPA. In a letter to General Harrison, dated April 30, 1951, General Marshall, 
Secretary of Defense, states the following: 

“T have requested the Munitions Board to prepare for my immediate approval 
a supplemental directive which will restate my objective with respect to the use 
of small business to the fullest possible extent and will add, for the guidance of 
procurement officers, additional policy instructions. These policy instructions 
will be based upon the very fine work which has been done by your organization. 
With the issuance of this supplemental directive, in my belief, the Department of 
Defense may properly be said to have accepted your policies as well as, in effective 
manner and in the spirit in which they are written, your implementing recom- 
mendations.” 

3. Under the chairmanship of DPA, a procurement-policy committee is under- 
taking in like manner, the expression of the broad policies laid down by the 
Administrator as a result of the work of his procurement-policy consultants. 
Here again representatives of the Office of the Vice Chairman of the Munitions 
Board for Supply Management sat with and assisted in the development of the 
basic policy statements. In this manner much of the thinking of the Defense 
Production Administration is already known to the Munitions Board and imple- 
mentation of the recommendations is being greatly facilitated. 

4. In his testimony before the Joint Committee on Defense Production on 
April 12, the Administrator of DPA outlined a broad basic policy with respect to 
the cost of accelerated amortization appearing as a part of the cost of the product. 
A letter opposing its allowance generally as part of the cost of the product has 
been forwarded to the Secretary of Defense with the recommendation that it be 
adopted as a directive to contracting officers. 

5. The policy for the administration of applications for certificates of necessity 
for accelerated amortization indirectly influences procurement policy. Out of the 
total accelerated tax amortization of $3,800,000,000 granted to May 4, only about 
10 percent has been granted for facilities for finished products. Of this 
$200,000,000 applies to the aircraft program. 

It is apparent therefore that facilities expansion for fabrication and assembly 
has been held to a minimum. This tends to direct military procurement to 
contractors with existing facilities and to prevent the building of unnecessary 
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new facilities and thus affects the contract placement planning of procurement 
agencies. 

6. In his statement at a meeting on April 27, 1951, of officials of the Department 
of Defense, Office of Defense Mobilization, Defense Production Administration, 
National Production Authority and Bureau of the Budget, the President laid great 
stress on the establishment of procurement policy designed to accomplish deliver- 
ies of military equipment consistent with the actual time of need. This has the 
objective of preventing the sudden acquisition of the entire civilian supply of easy- 
to-procure items by the military just because funds are available. This objective 
has been part of the procurement policy recommendations of the Defense Produc- 
tion Administrator from the outset. Recognition of this need by the President 
will support its rapid implementation. 

While the major attention of procurement policy has been directed toward the 
military departments, the Small Business and Procurement Policy Committees 
include representatives of other executive agencies. This assures that all major 
agencies having procurement responsibilities are guided by the same basic policies. 

Only by central control of policy will it be possible to effect the required balance 
between the rate of defense spending and the necessities of a virile civilian 
economy. 

We have been acutely conscious of the necessity for aid and assistance to the 
small-business segment of our economy to secure its participation in the defense 
effort and to protect its traditional position in the production of civilian goods. 
Section 701 gives wide latitude and expresses strong congressional intent concern- 
ing many special considerations for small business both as participants in the de- 
fense program and as producers of civilian goods. 

An appraisal of the usual problems which beset smaller enterprises as well as 
the special problems which have come to the attention of the Office of Small 
Business of NPA during the 8 months since the Defense Production Act was 
passed, indicates that ample authority exists to meet and solve the problems of 
small business which arise from the conditions of the defense program. The limit- 
ing factors in meeting the expressed needs of small business do not result from a 
lack of legislative authority or intent but rather from the supply-and-demand 
situation for materials and the character of the defense items being purchased by 
the armed services. 

Title III contains a number of aids to production and expansion upon which 
great reliance has already been put and which will have increasing value as the 
program develops. 

Section 301 in effect reestablishes the V-loan program of World War II, its 
principal purpose being to bring out private capital loans to defense contractors 
and others in the defense effort by providing for a system of Government 
guaranties. : 

The guaranteeing agencies are in general the Government procurement agencies 
and include the Departments of the Army, Navy, Air Force, Commerce, Agri- 
culture, Interior, and General Services Administration and the Atomic Energy 
Commission. Where private loans are guaranteed, these guaranteeing agencies 
employ the Federal Reserve System banks as fiscal agents. Where public financ- 
ing institutions make the loans, such as the Reconstruction Finance Corporation 
or the Export-Import Bank, those agencies are guaranteed directly. 

The Defense Production Administration does not participate in operations 
under this V-loan authority but is interested, of course, in the coordination of 
this program for expansion of productive capacity and supply with other programs 
for the same purpose provided for in title III of the Defense Production Act, 
including Government loans and guaranties under section 302, and purchase, 
installation of equipment, and exploration programs conducted under section 303. 

In the main, the program to date has been carried out through utilization of 
private capital and by the use of the Federal Reserve System as fiscal agent. 
Some loans by the RFC have been guaranteed by the Department of Defense. 
The private loans guaranteed since the beginning of the program to April 15 total 
288 for a total dollar amount of $347,684,000. As of the same date, 94 applica- 
tions amounting to $116,485,000 were under consideration by the guaranteeing 
agencies. 

Section 302 of title III of the act provides for loans to aid in carrying out 
Government contracts for the procurement of materials or the performance of 
services for the national defense. These loans are for the expansion of capacity, 
the development of technological processes or the production of essential materials 
including the exploration, development and mining of strategic and critical metals 
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and minerals. Under the terms of the statute such loans may be made only to 
the extent that financial assistance is not otherwise available on reasonable terms. 

It has been a fundamental policy of the administration of the defense program 
to date that the expansion of productive facilities and the expansion of production 
should to the maximum degree possible be achieved by the utilization of private 
capital by private business. There are certain areas and operations, however, in 
which financial assistance over and above that available from private sources 
must be provided by the Government if the program is to go forward as rapidly as 
desired. The authority provided by section 302 makes it possible for the Defense 
Production Administration to supply funds on terms suitable to the need in aid 
of the defense program where that is deemed necessary. 

Applications for defense loans are filed with Commerce, Interior, Agriculture, 
and the Defense Transport Administration in accordance with their respective 
responsibilities under the act. The applications are reviewed by the staffs of 
those agencies, assisted by the RFC, which through, its field offices, makes the 
necessary credit and field investigations. Under the procedures established by 
the loan regulations and appropriate executive orders; the several agencies may 
deny loan applications on their own responsibility. If, however, approval of a 
loan is recommended, it is referred to the DPA as the certifying authority for 
the utilization of borrowing authority under section 304 of title III. The DPA 
reviews the recommendation from the point of view of consistency with the 
over-all program for the expansion of production and the necessity involved, 
and may certify the loan, in which event the RFC acts as the disbursing agent 
for the recommending agency. In many instances loans under the authority of 
section 302 are needed only for a portion of the financial needs of borrowers be- 
cause other funds can be supplied by private banking institutions or the RFC 
acting under its regular lending authority. In other instances the entire amount 
of the funds required by a borrower to expand facilities or to finance some opera- 
tion deemed essential to the defense effort is unavailable from other sources and 
is supplied by means of a section 302 loan. Every effort is made to coordinate 
this means of financial assistance in aid of the defense effort with other types of 
financial aids which may be available from other Governmental sources. 

As of April 30, 1951, applications for loans in the aggregate amount of $1,371,- 
000,000 had been filed. As of the same date, loans had been approved in the 
amount of $59,800,000. Loan applications in the amount of $153,900,000 had 
been denied. These denials were based principally upon a lack of showing that 
the loans were necessary in the interest of the defense effort. 

It is worthy of note that of the loans so far approved approximately three- 
quarters have been made to small business (applicants having less than 500 
employees). These loans have been in aid of increased production of such basic 
materials as pig iron, cement, metal shapes and forgings, and the production of 
finished products including industrial equipment and components, military auto- 
motive equipment, electrical and electronic equipment for aircraft and miscella- 
neous products manufactured by subcontractors. 

Budgetary estimates are now in preparation as to the amounts which probably 
will be required for the loan program in 1952. 

Section 303 has been employed successfully to effect the procurement of mate- 
rials that are essential to the success of the defense program. To date there have 
been 18 projects approved for borrowing authority totaling about $823,000,000, 
although actual undertakings have been restricted to $450,440,000 because of 
exhaustion of the funds authorized by section 304. 

Broadly speaking, projects approved under section 303 fall into the following 
categories: 

(a) Revolving funds for the purchase and resale of materials essential to the 
defense program; 

(b) Contingent liabilities under procurement contracts for essential materials; 
and 

(c) A program for the encouragement of exploration of critical and strategic 
minerals and metals, 

Revolving funds have been provided for that type of program which because 
of its nature and scope had to be undertaken by the Government. For example, 
the natural rubber market reacted to an abnormal American demand following 
Korea. A tremendous price increase occurred which to an undetermined degree 
was influenced by speculative purchases. In order to relieve this economically 
dangerous situation and to effect an orderly acquisition of natural rubber necessary 
for essential defense requirements, the Government become the sole importer of 
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natural rubber, The funds provided under section 304 are used merely to provide 
financing during the period between the foreign purchase and resale in this coun- 
try. Thus far both purchases and resales have been made at the same price so 
that no loss has been involved in the transactions. However, there is little doubt 
that in other cases critical and strategic materials will have to be resold at a loss. 

Another type of revolving fund has been employed to encourage the production 
of essential materials or substitutes therefor which have been customarily impo 
from foreign countries. For example, the overwhelming percentage of castor 
beans crushed in this country has been imported. Because supply may be cut off 
by crop failures or enemy action it has been determined necessary to provide 
for a domestic supply of raw materials for the production of castor oil. ecause 
this will be a new type of oop in this country, it is possible that the cost of 
production of the castor oil might exceed the market price, making it necessary to 
take a loss on resale. 

The second over-all type of program which has been conducted under section 
303 involves Government procurement contracts to encourage the production of 
materials considered essential to the defense program. The Government obliga- 
tions under these contracts take the form of large contingent liabilities, either for 
a certain amount of the contractors’ production which might not be salable on 
the open market, or for the unamortized cost of the facility. Of course, the 
Government would eventually recover, in large part at least, any outlays occa- 
sioned by such commitments. 

The proposed amendments to section 303 would provide additional authority 
to cope with problems which the expanding defense economy has brought to light. 

There are two broad amendments proposed to section 303 (a). The first 
enlarges the President’s authority in regard to the type of material which may 
be purchased for resale by eliminating the word “‘raw’’ from the phrase ‘“‘to pur- 
chase metals, minerals, and other raw materials.’”” The amendment thus permits 
the purchase of all materials defined in section 702 (b), including raw matenials. 

This amendment is recommended because in carrying out the defense program 
it has been found necessary to purchase materials other than these which could 
be classified as “raw materials’? within a strict definition of that term. The 
present amendment makes it clear that materials which are purchased for resale 
may be either in the raw, semifinished, or finished stage. 

The second group of amendments to section 303 (a) permits the purchase and 
resale of foreign agricultural products. This is an important enlargement of the 
President’s authority in that the present act forbids the purchase for resale of any 
agricultural product, whether domestic or imported, except for the stockpile or 
for industrial purposes. The need for this type of authority in regard to agricul- 
tural products has been demonstrated in other fields where it has become neces- 
sary for the Government to become an importer of certain products in order either 
to satisfy the defense requirements for the particular product or to stabilize the 
domestic market or both. 

Section 303 (b) has been used as authority for outright purchases of essential 
raw materials in foreign markets and resales thereof at a loss in the domestic 
market. It has also been used domestically to reactivate the production of high- 
cost materials essential to the defense program. The proposed amendment to 
this subsection is not a substantive one but merely recognizes that the general 
prohibition against premium prices should use as a base the existing ceiling price 
if one has been established for the material in question. The change is neces- 
sary for consistency with the new subsidy provisions proposed in subsection (c). 

The proposed amendment to section 303 (c) provides for subsidy payments on 
any domestically produced material in order to continue production that would 
otherwise be lost due to the establishment of a generally fair and equitable price 
ceiling. For example, should it be determined that firms accounting for 80 or 
90 percent of the total production of a certain material can remain in production 
and make fair profits at a price of 20 cents per pound, but that there are other 
producers accounting for 10 to 20 percent of the total production who are now 
engaged in production but who require a price of 25 cents or 30 cents a pound, 
the subsidy could be paid to such high-cost producers so that their contribution 
to the total supply of a vital material would not be lost. This provision is 
particularly important in the event that it is determined to make price roll- 
backs from presently established ceilings, for a substantial roll-back in most 
commodities would leave some high-cost producers unable to continue to operate 
at the new ceiling prices. 

It is conceivable that under certain circumstances section 303 (c) might be 
used to continue production from certain mineral deposits when previous rates of 
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production cannot be maintained at price ceilings as a result of the continuing 
decline in grade of ore that is characteristic of many mineral deposits. Authority 
to bring into proterticn high-cost proudcers not now engaged in operation, 
though sparingly used, is currently provided by section 303 of the act where 
supply of the material cannot be effectively increased at lower prices. 

Although the existing authority to extend various forms of financial assistance 
for the expansion of capacity has resulted in important additions to our produc- 
tive machine, there are certain cases of necessary expansion which cannot be 
resolved by these means, For example, the Government will need additional 

roduction of some items which by their nature will have no peacetime market. 
f the plant necessary to produce such items is costly and of little or no post- 
emergency use, it is difficult, if not impossible, to induce private concerns to erect 
such facilities even though we offer tax amortization privileges and make sizable 
loans and extensive commitments to purchase the material produced. These 
inducements may not be strong enough in such cases. Unless the Government 
has the ultimate authority to build and operate such plants, we may lose that 
vital production. 

In other cases, private businessmen will construct the necessary facilities only 
if they are given such extensive advantages by way of long-term loans and pur- 
chase commitments that the outlay by the Government would far exceed the 
costs of construction. Success of the defense production program should not be 
contingent upon meeting every demand. Private construction and operation 
are preferable, of course, but the Government should have authority to undertake 
construction of necessary high-risk capacity which private interests cannot or 
will not provide. 

If such authority is granted, there can be little doubt of the most desirable type 
of Government agency to conduct such an operation. Our experiences in the past 
war supply ample testimony to the many advantages of the corporate device. 
The operation is essentially a business activity rather than a governmental one 
and can best be conducted in business form. The need for capital investments, 
both for long-range and for operating purposes, and the required use of revolving 
funds for purchases of materials, payments for services, etc., to be repaid from 
proceeds of sale, all point to the Government corporation as the ideal mechanism 
for such an operation. It is important that the President have authority to 
create new corporations for this purpose. 

These same advantages apply with particular strength, of course, to the pro- 
curement authority in title III of the act. Flexibility and speed of operation can 
be achieved if the corporate device is available for purchases of defense materials 
for resale. Reasonable amounts of working capital, turned over repeatedly, can 
finance relatively extensive procurement programs both for Government use and 
for resale. 

In summary, title I, II, and III of the act now provide powers which are essential 
if we are to have enough materials and facilities for uses essential to the national 
defense. Without those powers we can neither produce enough to meet our 
defense needs nor make sure that what we do produce is not wasted on nonessentials. 
It is of vital importance that the authorities be extended and, if we are to get the 
best results, the new and supplementary powers should be granted. 

With respect to impact on the supply of materials and facilities the defense 
preduction program is in its infancy. Of the $84 billion worth of defense orders 
now authorized, less than half have been placed and only a small percentage of 
those have been filled. This tremendous backlog of orders will place increasingly 
severe strains on our productive resources, making it necessary to apply more 
drastic controls on present production and to continue to press for increased 
capacity to produce the things we need. 

As this flood of orders sifts down to the subcontractor and basic materials 
producer, shortages will become more severe. The present controls Over pro- 
duction and distribution of essential materials will have to be tightened for a 
while to make sure that production of the items of greater importance to the 
national defense does not lag. This will necessitate among other things the 
installation of a controlled materials plan similar to that used during the past 
war and, of course, increasing restrictions on less essential production. 

The controls will have to be continued until capacity can be expanded enough 
to meet total continuing demands. We are trying to get this expansion in the 
shortest possible time. 
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Mr. Grsson. First, the place of the Defense Production Adminis- 
tration in the mobilization organization and its responsibilities in the 
defense program. 

The Office of Defense Mobilization, headed by Mr. Wilson, is 
charged with the over-all direction of the program including both its 
production and stabilization aspects. 

Reporting directly to the ODM on the stabilization side is the 
Economic Stabilization Agency under Mr. Johnston and on the pro- 
duction side the Defense Production Administration. 

Our agency was created and assigned its job by Executive Order 
10200 on January 3, 1951. Briefly, the order delegates to the Defense 
Production Administrator the functions conferred upon the President 
by titles I and II of the Defense Production Act and requires him to 
direct the administration of the functions provided for in title IIT of 
the act. In addition the Administrator is designated as the certifying 
authority under the Internal Revenue Code with respect to emergency 
amortization of defense facilities. There is included in the order a 
direction to use several agencies of the Government in carrying out 
the Administrator’s assignment, such as the Department of Commerce 
with its National Production Authority, the Department of the In- 
terior with its several defense administrations, the Department of 
Agriculture, and the Defense Transport Administration of the ICC. 

I will not attempt here to review in detail the manner in which the 
various statutory powers have been utilized to date. My prepared 
statement provides some material of that nature and representatives 
of the other agencies have presented additional information. 

I do want to emphasize that the priorities and allocation authorities 
of title I are of first importance to economic mobilization. They 
authorize the economic controls which make sure that first things 
come first and that the limited supplies of materials and manufacturing 
capacity meet the needs of national defense and the essential civilian 
economy. Central programing and coordinated procurement pro- 
cedures are necessary, of course, to the proper application of such 
controls. These activities are discussed in some detail in my state- 
ment. 

The requisitioning authority of title II is a strong deterrent to 
hoarding and profiteering and an emergency device for rare but 
important situations. 

Title III of the act, as you know, authorizes Government action to 
expand production and productive capacity and we believe that im- 
portant gains have already been made in this area. It has been a 
fundamental policy of the Administration of the defense program to 
date that the expansion of productive facilities and increases in pro- 
duction should, to the maximum degree possible, be achieved by the 
utilization of private capital by private business. The Government 
has encouraged such expansion by a number of devices including 
rapid amortization of new plants for tax purposes and the guarantee 
of loans made by private institutions. 

There are certain areas of production, however, in which financial 
assistance over and above that available from private sources must 
be provided by the Government if the program is to go forward with 
the necessary speed. 

Section 302 of the act makes it possible for the Defense Production 
Administration, when funds are not otherwise available on reasonable 
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terms, to supply funds for necessary facilities and production or to 
encourage the exploration, development, and mining of strategic and 
critical metals and minerals. This is an important authority. 

As of April 30, 1951, applications for loans in the aggregate amount 
of $1,371,000,000 have been filed with the Departments of Commerce, 
Interior, and Agriculture, and the Defense Transport Administration 
of the ICC. As of that same date loans have been approved by the 
Defense Production Administration in the amount of $59,800,000. 
Approximately three-quarters of those approved have been made to 
small businesses. The RFC will act as the disbursing agent for these 
and other approved loans. Applications in the amount of $153,- 
900,000 have been denied, principally because no real defense need 
for the loans was demonstrated. 

Section 303 of the act authorizes another very important activity: 
The acquisition of raw materials essential to the defense program. 
Under this authority the DPA has approved 18 projects for the pro- 
curement of those materials totaling ‘about $823,000,000, although 
actual undertakings have been restricted to $450,440,000 because of 
exhaustion of the funds provided by section 304. 

Broadly speaking, projects approved under section 303 fall into 
three categories: (a) Revolving funds for the purchase and resale of 
materials essential to the defense program; (6) contingent liabilities 
under procurement contracts for essential materials——— 

Mr. ParMan. I want to ask a question about the exhaustion of 
funds under 304. Is that the 600 million dollars? . 

Mr. Gipson. Yes. 

Mr. Patrman. We had a provision there where it could be up to two 
billion, I believe; was it not? 

Mr. Greson. There was authority for $1,400,000,000 and $600,- 
000,000 was appropriated. 

Mr. Parman. Immediately available? 

Mr. Gipson. Yes. 

Mr. Patrman. Have you gone to the Appropriations Committee for 
additional funds? 

Mr. Gipson. Yes. 

Mr. Patman. Has the committee acted on the request? 

Mr. Grzson. The committee has; yes; but I do not think it has 
been finally approved by both Houses. It is in the Senate now. 

Mr. Patman. How much more does it increase the amount? 

Mr. Gipson. One billion dollars. 

Mr. Parman. Pending that, you are having to deny or suspend all 
applications? 

Mr. Gipson. Yes. 

Mr. Parman. Excuse me for interrupting. 

The CuarrMAN. You may proceed. 

Mr. Grsson. (ce) A program for the encouragement of exploration 
of strategic and critical minerals and metals. 

In general, these projects encourage new production of essential 
materials and increase our supplies of them through purchases or 
commitments to purchase in the future. The statute permits us to 
purchase at prices above market or in anticipation of a loss on resale 
only when necessary to increase the supply of the material or to insure 
the availability of oversea sources of supply. We have found it neces- 
sary to authorize this in a few cases. 

83473—51—pt. 1-22 
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Our experience has pointed out some areas in which additional 
authority is needed. 

The Congress should extend the purchase authority to materials in 
the semifinished or finished stage. The strict meaning of “raw 
materials” has prevented us from acquiring some important items, 
such as burlap, which do not fit that definition. 

Another desirable amendment would provide additional subsidy 
authority to prevent curtailment of high-cost production caused by 
the imposition of price ceilings. A ceiling price generally fair and 
equitable might make it impossible for some high-cost producers of 
essential material to live without a subsidy. 

Another authority needed involves the Government construction 
and operation of plants. Private construction and operation are far 
preferable, of course, but in some few cases reasonable financial assist- 
ance offered by the Government will not be enough to induce private 
businessmen to build the needed capacity. Unless the Government 
has the ultimate authority to build and operate such plants, we may 
lose that vital production. 

In summary, titles I, IT, and III of the act now provide powers 
which are essential if we are to have enough materials and facilities for 
uses essential to the national defense. Without those powers we can 
neither produce enough to meet our defense needs nor make sure that 
what we do produce is not wasted on nonessentials. It is of vital 
importance that the authorities be extended and, if we are to get the 
best results, the new and supplementary powers should be granted. 

With respect to impact on the supply of materials and facilities, the 
defense-production program is in its infancy. Of the 84 billion 
dollars’ worth of defense orders now authorized, less than half have 
been placed and only a small percentage of those have been filled. 
This tremendous backlog of orders will place increasingly severe 
strains on our productive resources, making it necessary to apply 
more drastic controls on present production and to continue to press 
for increased capacity to produce the things we need. 

As this flood of orders sifts down to the subcontractor and basic- 
materials producer, shortages will become more severe. The present 
controls over production and distribution of essential materials will 
have to be tightened for a while to make sure that production of the 
items of greater importance to the national defense does not lag. 
This will necessitate among other things the installation of a controlled- 
materials plan similar to that used during the past war and, of course, 
increasing restrictions on less essential production. 

The controls will have to be continued until capacity can be ex- 
panded enough to meet total continuing demands. We are trying to 
get this expansion in the shortest possible time. 

I shall be very happy to answer any questions. 

The CuarrMAN. What are the most essential critical materials that 
you have emphasized? 

Mr. Grsson. Well, of course, steel, aluminum, and copper of our 
domestic materials are, I would say, of the greatest importance, 
although there are strategic materials, some imported and some mined 
here, which are so essential that it is almost like saying, which is 
the most important part of an automobile, whether the engine or the 
wheels or the steering gear. It is almost like that, Mr. Chairman. 
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The CuarrmMan. On what high-cost producers do you contemplate 
using subsidies to increase production? 

r. Grpson. Well, we have already done that in the tungsten field, 
sir. I think in chrome and cobalt and some of those areas in this 
country we will have to do the same thing. 

The CuarrMan. Will you have to do the same thing in steel? 

Mr. Gipson. No, sir. 

The CuatrMAN. There are some high-cost producers of steel; are 
there not? 

Mr. Gisson. I do not know of that situation, particularly. There 
are special steels, of course, that are made at different prices, but for 
ingot steel, I think—we have been able to get so far all we needed in 
the expansion program without any thought of subsidy. I do not 
think there is any thought of subsidy in steel, sir. I am sure there 
is not. 

The CHarrMaNn. In my own district there is a steel plant, and I have 
always understood that it is a high-cost producer. I was wondering 
if it was necessary to use subsidies to increase its production. 

Mr. Gipson. I have not heard of it. I know of nothing like that, 
sir. 
Mr. Patan. I think you will find that the largest steel producer is 
the highest-cost producer. What we had last year indicated that. 
Possibly we are mistaken, but that is the conclusion I came to. 

I wanted to ask you about this concern in Pennsylvania that the 
Hardy committee made some unfavorable references to, in Mr. 
Flood’s district. 

Mr. Grsson. Hazleton. 

Mr. Parman. I went into that a little bit. I was suspicious that 
maybe we were not getting the right story, and I was impressed that 
it was a good deal for the Government to get additional production, 
especially in an area where there was a lot of unemployment. What 
happed to that deal? 

Mr. Gipson. I think that that has now been approved. There 
was a loan situation involved there, and the Hardy committee ob- 
jected, I think, primarily to the loan, on the grounds that the princi- 
pals were not putting in any money of their own that amounted to 
any—or a sufficient amount of money of their own to warrant our mak- 
ing a loan to them. 

Since the inquiry of the Hardy committee or before we certified the 
loan, they had agreed to put up a million dollars, and they have since 
that time arranged that that will be equity capital. 

Mr. Parman. We have a watchdog committee created under the 
act, and I do not think that that committee has taken any action 
unfavorable to that loan; I am sure it has not, because I attend the 
meetings of that committee. It is the official committee, I think, 
that has to do with what you might call watchdog activities. I, 
personally, was very much impressed that it was a good thing because 
it would help out the unemployment situation in that area. They 
were putting up a substantial amount of money. I know how these 
people in the steel fraternity feel. I have been acquainted with 
that over a period of years. When they began to kick on this loan, I 
began to discover to my mind that it was a good thing and I am 
mighty glad that you approved it, because I believe it is a good deal 
for the Government to get more steel production. 
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Mr. Grsson. We think so. 

Mr. Parman. Were you not on television yesterday? 

Mr. Grpson. Yes. 

Mr. Parman. I got in on the end of your statement. You were 
good and you have a good man with you, Mr. Larson. 

Mr. Gipson. We think so. 

Mr. Parman. It is my pleasure to work with you. I think you 
are doing a good job, and I[ think Mr. Johnston is doing a good job. 
He made two points, according to the New York Times, which I 
thought were very appropriate and very necessary about penalties. 
One is that he should have the right to license sellers and distributors 
of goods, so that the license can be taken away, I assume, if they 
violated the law. The other was triple damages. I think those two 
penalties would be enough to deter the would-be violator from violating 
the law. I know that you have to have penalties in order to properly 
enforce this law. You have about the toughest job I know of any 
group in the country. I am highly impressed with the good names, 
including yours, that the present executive branch of the Govern- 
ment has induced to come down and do this job, and I personally 
want to pledge my cooperation. 

Mr. Grsson. Thank you very much, Mr. Patman. 

The CHarrMan. Have you any definite plans or have you considered 
the Government establishing defense plants? Do you have that 
authority under the Defense Production Act? 

Mr. Grsson. We haven’t the authority at the present time. That 
is one of the amendments we are asking for. 

The CuarrmMan. Have you any plans in view? 

Mr. Grsson. I don’t think there is anything specific. We feel that 
there is a need which should be filed with that authority. It will save 
in some instances where there is a question about a plant where the 
material to be manufactured in it is absolutely for the defense effort 
and there is no use for it afterward at all. Rather than give 100 per- 
cent tax amortization, we believe there are many instances where a 
Government-owned plant would serve the situation much better. 

The Cuarrman. And cost much less? 

Mr. Grsson. And cost less in the end; yes, sir. 

Mr. Tate. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Taiz. Do you recall your testimony, Mr. Gibson, before the ' 
watchdog committee to which Mr. Patman just referred, soon after 
you took office, about 3 weeks after you took office? 

Mr. Greson. Yes, sir; I remember appearing there. 

Mr. Tatue. Do you recall that at that time I asked you whether 
you had discovered any inconsistencies or weaknesses or deficiencies 
in the Control Act of 1950, for which you might have some recom- 
mendations? 

Mr. Grsson. Yes, sir. 

Mr. Tate. Do you recall your answer? 

Mr. Gisson. No; I don’t. I am sorry. 

Mr. Tatts. Perhaps your assistant could refer back to the hear- 
ings of that date and put into the record my question and your reply. 

Mr. Gipson. I will be very happy to. 

(The requested material follows :) 
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Representative Tautie. In studying the law you operate under, have you found 
any faults or weaknesses or deficiencies that you believe should be corrected and 
for which you would like to recommend corrections to this committee? 

Mr. Gipson. I would have to answer that, ‘‘No’’; but I might not be speaking 
for everybody that is in the place, some of those who have been here longer. I 
mean the National Production Authority people might feel there could be some 
things. My answer would be that I have seen nothing so far. 

Mr. Fleischmann, who is the Director or the Administrator of the National 
Production Authority, has some suggestions, Mr. Clifford informs me, which have 
been submitted to Mr. Wilson’s office. 

Mr. Tate. In substance, it was this—and if I am wrong your 
assistant is free to correct me—that you had no recommendations and 
— you believed your agency could operate successfully under the 

aw. 

Mr. Grsson. Yes; I think at that time I said that. 

Mr. Tatie. What has occurred since then, if anything, that has 
caused you to change your mind? 

Mr. Gipson. Let me answer to that in twp ways, sir: 

First: I am still green, but I was even greener then and had no 
knowledge of my own that would enable me to state anything that I 
thought needed to be done. 

Second: The reports and requests and suggestions that have come 
up to me through the organization indicate that the changes we 
suggest at this time would be helpful and enable us to more nearly 
and capably meet the requirements of the defense program. 

Mr. Tauue. I gather, therefore, that whatever recommendations 
you may have now are recommendations from your organization as a 
whole? 

Mr. Grsson. Yes 

Mr. Tauxe. That is all. Thank you. 

Mr. Deane. Mr. Gibson, what is the present total production of 
steel in millions of tons? 

Mr. Grsson. About 102 million tons, sir. 

Mr. Deane. At the present time. 

Mr. Grsson. Yes, sir. . 

Mr. Deane. What would it be at the end of the year? 

Mr. Gisson. It is planned to be 117 million at the end of 1952, 
but how much of that will have come in this year I don’t know. I 
don’t think very much of it. There may be a few million tons, but 
not a great amount. 

Mr. Deane. What percentage of present tonnage is going directly 
or indirectly into defense related plants? 

Mr. Gisson. About 20 percent directly. On the indirect, it is very 
difficult to state. You have farm equipment, railway cars, and they 
are not rated as directly in the defense effort, but.they certainly do 
apply to it. 

I think that this statement that only 15 to 20 percent of the economy 
at the present time is going toward the defense effort is an under- 
statement when you consider the related products that have to be 
developed. 

For instance, in building 17 million tons of steel, it takes roughly 
6 million tons of steel to build that. That is withdrawn for the 
moment from the normal market. 

Mr. Deane. Assuming that the present defense program continued, 
how much steel would be available, if any, for regular civilian use? 
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Mr. Gipson. For the balance of this year? 

Mr. Deane. Yes. 

Mr. Gipson. I think about 70 percent for normal civilian use. 

Mr. Deane. What would be next year’s? 

Mr. Grsson. Probably not too much change. The defense orders 
will increase, but, on the other hand, the steel that we are using to 
build plants today, steel and aluminum plants, that steel will all be 
rolled and it will be, again, available to go into the economy. 

Mr. Deans. Do I understand you to say that 70 percent of the 
steel production will still be available for civilian use next year? 

Mr. Gipson. I may be a little high on that for next year, but I 
believe that that is about the figure. 

Mr. Deane. Why are so many applications for construction being 
slowed up? 

Mr. Grsson. That is one of the things we are studying. We believe 
that the steel that is being turned out or is able to be turned over to 
the civilian production is not as great as it should be. There is too 
much trouble in getting steel. Somehow, the DO orders don’t seem 
to mean all they should mean. 

Mr. Deane. I have had two or three calls within the last few days, 
indicating that a small amount of steel was needed for a tobacco * 
warehouse. The application had not been cleared. I am wondering 
if such delay is justified, in view of what you say that as much as 70 
percent of the steel capacity is or will be available during this and 
next year. 

I can’t understand the delay in processing these applications. 

Mr. Gipson. I think when we get this controlled-materials plan in 
operation, it should take care of that. In other words, nobody should 
be able to get any more steel than he is going to use for the particular 
purpose for which he gets it, if he is within the plan. 

Mr. Deane. To what extent are you encouraging private civilian 
industry to keep abreast of its needs? 

Mr. Grsson. I don’t believe they are asking for any encouragement. 
It seems to us that every industry in the United States wants to expand 
tremendously, immediately, and I think a good deal of the complaint 
is due to the fact that the demand for steel in civilian industry has 
increased tremendously. Expansion seems to be the order of the day. 

Mr. Deane. I think it was Mr. Widnall, of New Jersey, on the com- 
mittee here, who was calling to the attention of Mr. Wilson last week 
the failure of applications being granted for hospitals and schools in 
his section of New Jersey. 

Will you explain why they are not being granted in view of the pres- 
ent amount of production in steel and the amount that is being allo- 
cated for civilian use? ; 

Mr. Gipson. I don’t know, that would be an NPA action under 
their construction order and I didn’t think they had restricted hos- 
pers and schools, but I have no explanation for it, sir, if that has 

appened. 

Mr. Deane. That is all. 

Mr. Wotcorr. Mr. Gibson, do you care to discuss briefly the copper 
situation, the copper production, and the stockpiling of copper? 

Mr. Grsson. We have done two things. The Defense Minerals Ad- 
ministration has recommended to us a program for the expansion of 
copper mining in this country. We have certified that program. We 
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have received one application under it and I believe have certified that 
subject to funds, and that is the San Manuel copper contract. 

We collaborated or worked with or approved or whatever it might 
have been, negotiations by the State Department with the Govern- 
ment of Chile for more copper from there, and I think the State 
Department intimated that an increase of 3 cents would not be con- 
sidered an unfriendly act, which should stop copper from Chile going 
other places than here. There is that in the agreement, that we are 
assured of getting it, plus the fact that they will control by export 
control those countries to which they export, themselves. 

Mr. Wotcorr. How about the—— 

Mr. Gipson. Those are before the Defense Minerals Administration 
now and I think they have about 15 programs which they are working 
on and will send over to us for certification. 

The CuarrMan. Are all the American producers of copper marginal 
operators? 

Mr. Gipson, I don’t think there are any at the present time. There 
are a number of them that are coming in. Our subsidy there, if it 
is a subsidy, is not based on any premium payments. It is based on 
guaranteeing a floor. 

Mr. Tate. Mr. Gibson, you are Administrator of the DPA, are 
you not? 

Mr. Grpson. Yes, sir. 

Mr. Tauue. How large a staff do you have? 

Mr. Gisson. We have about 300 permanent employees and about 
100 consultants. 

Mr. Tair. The consultants are used as you need them? 

Mr. Grsson. Yes, sir. 

Mr. TAue. They are not permanently attached to your Agency? 

Mr. Gipson. No. 

Mr. Tatte. Do you have anyone on the avroll outside of the 
word “staff’? If the word “personnel” were used, would that en- 
large it? 

Mr. Gisson. No; I am giving you the nvmber of employees on our 
payroll. We do use and take advantage of services and facilities of 
other agencies. For instance, the National Production Authority, 
with their 13 field offices. We work through them, rather than have 
field offices of our own. We have attempted wherever possible to 
hold our own administrative costs down and share with others, where 
we can get information that way. 

Mr. errs Can you give me any idea as to the future? Do you 
expect to have an expansion of payroll or not? 

Mr. Gipson. I think at the most it is hard to state at this time. 
Another 100 employees would meet our needs. That makes about 
500 total. That is what we originally thought we might need. That 
would be about, oh, 375 permanent employees and 100 to 125 
consultants. 

Mr. Tauuz. I understand. And your work was begun for approxi- 
mately what time? 

Mr. Grsson. The Agency? 

Mr. Tauue. Yes. 

Mr. Greson. I mentioned that date. The appointment of General 
Harrison was in the latter—of course, he came originally into the 
National Production Authority. Then the Defense Production 
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Administration was set up some time the latter part of December, 
and I think he was confirmed around the third week of January, 
and I used that date earlier, the 23d, that is the date, late January. 

Mr. Tauue. Thank you. 

Mr. Bouurng. Mr. Gibson, with reference to the necessity for 
Government authority to build and operate plants, I am under the 
impression that the present inducements have not proved sufficient 
to meet the program considered necessary, with specific reference to 
blast furnaces for steel. Can you confirm that? 

Mr. Grsson, I think, sir, that we have certified the aid to all of the 
plants that up to now we feel certain we will need. There are some 
more applications in the shop which are having attention now, but 
we have had to wait, of course, until we had a firmer requirements 
figure. We didn’t want to go beyond the amount of steel that was 
required. I don’t think that that is the fact, at least we don’t believe 
it is. 

Mr. Bou.ina. I am speaking about some testimony that I believe 
Mr. Creedon gave some weeks ago. The situation may have altered. 
My impression then was that there was a strong possibility that 
despite the inducements and accelerated tax amortization and so on, 
that we might confront a situation as outlined in your statement where 
we would not have adequate capacity in a crucial area of production, 
and the only way we could get the capacity would be through con- 
struction and perhaps operation of Government facilities. 

Is that your opinion? 

Mr. Gisson. In total mobilization that would definitely be the 
fact, but I think under our partial mobilization—I don’t like to take 
an opposite point of view from Mr. Creedon because he is there 
right in this thing and knows all the facts, but I hadn’t understood 
it that way. 

Mr. Bouurnc. Then do you believe we need this Government 
authority to construct and operate plants or not? 

Mr. Grsson. I believe it would be very helpful to have it. I know 
of no situation at the moment where we would use it, sir. 

Mr. Bo.uina. So it would be, in effect, a very necessary stand-by 
authority? 

Mr. Gipson. Yes, sir. 

Mr. Bouiine. And you personally support that view? 

Mr. Gisson. I personally support that view. 

Mr. Larson. If I may add an additional comment, Mr. Chairman, 
there is one field where I think we very definitely need the authority 
for the Government to construct a facility and I am one of those 
that believe that this should be done very sparingly. The field about 
which I speak is the field of titanium production. 

Mr. Wotcorr. What is that? 

Mr. Larson. Titanium is a metal that is reduced electrolytically 
from deposits that cover a great deal of the earth’s surface. It has 
tensile strength that is equivalent or greater than steel, and its weight 
in comparison is about halfway between steel and aluminum. It has 
very, very high heat resistant qualities and it has almost complete 
noncorrosive qualities underal most any temperature. It is a very 
interesting metal. 

The metallurgists have been working on it for some time. There 
is a need for a considerable amount of this metal in our defense 
production program. 
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We have no arrangement that has been submitted to us whereby 
we would be agreeable to purchase. The use of this metal is in the 
defense field. It is too expensive and has not been developed far 
enough to be a common use metal, so it would fall definitely in that 
class of production that had no obvious civilian or apparent civilian 
use coming to the emergency. 

The proposition we have before us, to which I referred, would call 
for the expenditure of almost $200 million by the Government to 
purchase the output. That property can be built for about $15 
million and operated under contract by the Government at a figure 
considerably less than $200 million. 

It is our estimate that the saving might run up to $100 million in 
that particular case, with the Government using its facilities for 
power and all that sort of thing, so that is the one case that we now 
have before us, which I think we should have this authority to save 
that much money. But in the field of steel, my personal feeling is 
that that would have an obvious use at the end of the emergency 
and we should go very sparingly on building at Government expense 
unless, as Mr. Gibson said, we went into full mobilization and then 
perhaps as a matter of time it would be necessary for the Govern- 
ment to construct additional steel facilities. 

Mr. Boutuina. The only thing that I had in mind on that was that 
if it were a fact that we were unable to reach our firm goals for the 
necessity of steel, then it would be obviously necessary as this titanium 
situation, perhaps, to have that authority or we wouldn’t have 
enough steel. 

Mr. Gipson. Mr. Chairman and Mr. Bolling, may I correct my 
statement that I knew of nothing at the moment, and include and 
support Mr. Larson’s statement. I had overlooked it. 

Mr. Wotcorrt. Will you yield to me? 

Mr. Boturna. Certainly. 

Mr. Wotcortr. Why isn’t private industry attracted to the 
production of titanium, because of the high cost? 

Mr. Larson. The method of production is so high cost that it is 
not an economic metal to compete with other metals at this time. Of 
course, most of you gentlemen are familiar with the fact that during 
the last war the Government really built three new industries. One 
was magnesium, a metal that is not as yet economic. It cannot 
compete with the other light metals used for those same uses, princi- 
pally because of the cost of production and lack of having devised 
methods to treat it, such as forge it and extrude it and that sort of 
— I am not a metallurgist. I don’t want to qualify as an expert 
rere. 

The second industry that the taxpayers built was the synthetic 
rubber industry which is still a Government-owned and Government- 
operated industry. The reason the synthetic rubber industry was 
built up was because it was thought that synthetic rubber could not 
compete with natural rubber when the emergency was over. 

Our recent experiences in the rubber field might tend to disprove 
that. However, under the emergency conditions, I personally feel 
it is better for the Government to have control of the synthetic rubber 
industry, but I feel that eventually steps should be taken to make 
that a privately operated industry. 

The third category was aviation gasoline, because it was felt that 
the processes were about to become obsolete, but we needed aviation 
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gasoline and we had to go ahead and build them anyway, and sure 
enough they did become obsolete. Those processes that we built 
are now obsolete. 

Those are examples of what we had to do in the.last war and the 
same thing might occur in this emergency. The one which has oc- 
curred has been this matter of titanium which, of course, is not needed 
on the broad scale of other metals, but is needed very seriously in the 
present construction program for defense. 

Mr. Wotcorr. What are they manufactured from? 

Mr. Larson. Titanium? 

Mr. Wo corr. Yes. 

Mr. Larson. It is produced from an ore that we get; principally 
it occurs on the surface of the earth. 

The CuHarrMAN. There will be great civilian demand for that 
product if it could be produced reasonably? 

Mr. Larson. If it could be produced economically and as methods 
of handling it are developed. I think, however, Mr. Gumbel of my 
staff is here and more qualified than I. I think I can state the quali- 
ties are similar to steel insofar as handling of it is concerned. 

Mr. Gumset. The chief difficulty in getting private industry to go 
into this is that the processes haven’t been developed yet and private 
enterprise would hesitate about spending $10 or $15 million to build 
a plant which might be obsolete by the time it was built. 

Actually, the metal costs about $1 a pound, I think to produce at 
this time. 

Mr. Tate. In what .laboratories were the current processes 
developed? 

Mr. Guset. I think by National Lead Co. and du Pont working 
together on it. That is my understanding. 

Mr. Tate. They are, of course, private industry laboratories? 

Mr. Gumpet. Yes, sir. They have built small plants, but this 
represents a very, very large expansion program that is now thought 
necessary by the military. 

Mr. Tati. Where are those plants located, please? 

F Mr. Gumset. I couldn’t tell you, Congressman. 

Mr. Larson. You mean where is their proposal? 

“ oni Tate. I understood the witness to say some plants were 
uilt. 

Mr. Larson. National Lead has a smal! plant in New Jersey and 
I think du Pont’s plant is a pilot plant—both of them are pilot plants. 
I think any other information I could give you about it would be 
restricted. I would be glad to give it to you informally when we 
adjourn here. 

r. TALLE. That will be quite satisfactory. Thank you. 

The CuarrMan. The establishment of Government plants for the 
manufacturing of rubber often results in methods that do make it 
economical to produce, isn’t that true. The synthetic rubber now 
is produced much more commonly than it was originally. 

Mr. Larson. That is correct, Mr. Spence and my personal feeling 
is, in having observed this during the time I have been in the Gov- 
ernment, since I got out of the Army in 1945, that the synthetic 
rubber industry is able to stand on its own feet, and I think it is far 
more economical in the long run to the consumer in this country 
than to depend on the Far East as a source of rubber. 











SS GO 1 VN 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 343 






I so stated in my testimony before the Small Business Committee 
of the Senate the other day, but, of course, we haven’t developed 
processes that have completely taken the place of crude rubber, but 
those are being developed and improved on almost every day. 

We now have this cold rubber process which has been made possible 
as a result of the building of Government plants and the producing 
of synthetic rubber on a le e scale and that cold rubber is almost 
as good in quality, I am told, as natural crude rubber and can do 
practically anything that natural crude rubber can do, and some 
things it can’t do. 

There was an article in the New York Times yesterday, I noticed, 
where our Ordnance Department is specifying cold rubber on our tank 
treads in preference to crude rubber, shiek would indicate that it 
had greater wearing qualities. 

The CuHarrMan. All of that is the result of the Government’s 
establishing plants during the war for the purpose of producing 
synthetic rubber? 

Mr. Larson. That is correct. I feel so strongly about that 
personally, Mr. Spence, that I would like to see Congress curtail the 
importation of natural rubber to require our manufacturers to con- 
tinue to use synthetic rubber so that that industry will not be per- 
mitted to die down after the war and have this great expense of 
starting it up again. 

(Discussion off the record.) 

Mr. Bouune. Mr. Gibson, would you comment—perhaps you and 
Mr. Larson—concerning section 202 which deals with condemnation, 
“whenever the President deems it necessary in the interest of national 
defense he may acquire by purchase, donation or other means of trans- 
fer, or may cause proceedings to be instituted in any court having 
jurisdiction of such proceedings to acquire by condemnation, any 
real property, including facilities,”’ etc. 

Mr. Gisacn. That is asked for, again, as a helpful tool in the 
event that it is needed. Condemnation is a much more expeditious 
method of obtaining possession of real property than requisitioning 
would be. Requisitioning works very well on personal property, 
but when you get to real property, if you need it, it is easier to do it 
by way of condemnation. 

Again I state I know of no particular instance at the moment that 
that is needed, but it is felt that as the situation goes along, it would 
be a valuable help and is one that the Defense Production people feel 
more comfortable with. 

Mr. Bouuina. Essential as a stand-by? 

Mr. Greson. Yes sir. 

Mr. McDonovan. Mr. Gibson, in reference to the titanium experi- 
ments, Mr. Larson, are you familiar with or is the Government doing 
anything with, or is it necessary to do anything with the production 
of molybdenum? 

Mr. Larson. Of course, molybdenum is produced differently. It 
is an ore, which is mined and then refined. ‘The impurities are refined 
out of it. Titanium has to be produced, so far as we know, electro- 
lytically. It is in that sense a synthetic metal like aluminum, but, 
yes, by certification from Mr. Gibson’s organization to the General 
Services Administration, we have underwritten with production con- 
tracts two of the molybdenum producers in this country, the only 








344 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





two existing molybdenum producers that are exclusively molybdenum 
producers, for expanded capacity. 

All of that is flowing, however, directly into industry and into the 
defense effort, and we haven’t been required, nor do I anticipate in 
the foreseeable future where we will be required to have to take any 
under our procurement contract. It is short because we just hadn’t 
discovered any sources of it. 

Mr. McDonoveu. You mean molybdenum? 

Mr. Larson. Yes. 

Mr. McDonovuau. The ore? 

Mr. Larson. We haven’t discovered any additional sources of it. 

Mr. McDonoveu. Is your source now in Arizona? 

Mr. Larson. And Colorado. 

Mr. McDonoveu. In your reduction of titanium to metallic form, 
do you use the same process, the same principle as you do in the re- 
duction of aluminum to its metallic form? 

Mr. Larson. No. I think it is somewhat different. Frankly, Iam 
not familiar with it. I just know that it is done electrolytically and 
requires a great deal of electric power. I don’t think that it requires 
the carbon and the other elements that are required in the reduction 
of aluminum. 

Mr. McDonoveu. That is all. 

The CHatrMan. Mr. Gibson, we thank you for your testimony. I 
think you have a great opportunity to render a great service to your 
country. 

Mr. Grgson. A great responsibility, sir. 

The CHarrMAN. We are going to win, we are going to win by reason 
of production. You and your colleagues have a great part in that. 

(The following information was submitted by Mr. Gibson for the 
record: ) 

DrreNnsE PropuctTion ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, D. C., May 25, 1951. 
Hon. Brent SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

Dear Mr. Spence: Your committee requested data on the issuance of certifi- 
cates of necessity for accelerated tax amortization at the hearings at the beginning 
of this month. 

I am enclosing our latest tabulations of both applications and certificates 
issued. These include the breakdowns by State and by industry which your 
committee requested. The data are for the most part up to date as of May 7. 
We will have a new set of tables next week covering our activities through May 
25, and I shall forward these to you as soon as they are available. 

Also enclosed is a special study of certificates issued, classified by size of firm. 
These data are subject to several unavoidable limitations which are outlined in the 
enclosure, and we have not as yet released them elsewhere. 

Some of this information had to be obtained from operating files and so it was 
not possible to furnish it sooner. I hope that it will fulfill the needs of your 
committee. 

Sincerely yours, 
E. T. Grsson, Acting Administrator. 


NEcEssITY CERTIFICATE AND THE SIZE OF COMPANY 


Great difficulty is encountered in, classifving certificates of necessity by size 
of firm receiving the certificate. The application did not call for the size of the 
company requesting a certificate. The number of workers nOw employed on the 
facility would be an inadequate measure because it bears no reference to company 
employment or even to the employment of a given plant. No clear definition 
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exists as to exactly what constitutes a facility. For example, one steel company 
may request a certificate of necessity for an entirely new integrated plant treating 
it as a single facility. In another instance a facility may be merely the addition of 
a group of open-hearth furnaces to a previously constructed plant. Workers on 
an entirely new facility would be reported at the time of filing of the application 
as zero. 

A tabulation by size of application would not necessarily be correct because a 
large company may request a certificate for a small addition. Likewise, a small 
company might request a certificate for a completely new plant. The average 
certificate size does not increase cirectly with the size of firm when the latter is 
measured in terms of employment. 

It was necessary to classify the plants in terms of data which were not immedi- 
ately available from the application forms. The Bureau of the Census undertook 
to match the names of firms receiving necessity certificates with companies re- 
porting to the Bureau in the Census of Manufactures. All plants have been 
grouped with the parent company wherever possible. A necessity certificate 
received by a subsidiary has been classified in terms of the total employment of 
the parent company. While the basic employment record is for 1947, the Bureau 
of the Census has managed to keep the size estimate up to date by using other 
source data. Certificates of nonmanufacturing companies such as railroads, etc., 
have not been classified by size at this time since the Bureau of the Census main- 
tains only records of manufacturing firms. Of the 1,235 certificates issued through 
May 7, the transportation industry received 192. It was possible to identify 791 
certificates of the remaining 1,043 certificates approved in such a way that com- 
pany-size tabulations might be made. The 444 certificates which have not been 
classified by size of firm show a lower average amount of investment per certificate 
than those tabulated and, it may therefore be assumed, that there is a larger pro- 
portion of small firms in this group than in the group for which data are given 
below. 

Of the 791 certificates so identified, 69 percent were issued to firms with the 
total number of employees in excess of 500. These same companies accounted 
for 87 percent of the total proposed investment. This is because the average 
value of applications was only $1,975,000 for the smaller firms as compared with 
about $6,082,000 for companies with more than 500 employees. In terms of the 
amount which may be amortized at the accelerated rates, the large firms accounted 
for about 86 percent of the total as a result of the slightly more favorable tax- 
amortization percentage granted to the smaller firms as a whole, namely, 75 
percent as compared with 70.5 percent for the larger firms. 


TaBLe 1.—Certificates of necessity by size of company approved through May7, 
1951} 





{ 

Certificates |Tax amortiza- 

approved | tion allowed 
Number of employees LA Be Rei 78 Tax amortiza- as a per- 


per company tion allowed centage of 


. : eee property 
Number | Percent Total Average involved 


Proposed investment 








Less than 500 248 31 $489, 855, 000 | $1,975,000 | $368, 345, 000 
500 and over 543 69 | 3, 302, 654,000 | 6,082,000 | 2, 329, 173, 000 


791 100 | 3,792, 509,000 | 4,794,000 | 2, 697, 518, 000 























1 Excludes 444 certificates which could not be identified as to size of company from previous Census of 
Manufacturers records. 192 of these are in the field of transportation. 


The higher tax amortization rate for small companies was not a deliberate policy 
of the Defense Production Administration until recently, but it may have resulted 
from the complex of the industries involved in each size group. 

Table 2 presents a more detailed tabulation of the certificates of necessity 
approved through May 7, 1951. Companies with less than 100 employees re- 
ceived 108 of the 791 certificates which have been identified as to size. However, 
it is to be noted that companies with 10,000 employees or over have received the 
greatest number of certificates, namely, 231 or 29.3 percent of the total issued. 
In terms of proposed investments, the certificates received by this group of 
companies calls for an expenditure of $2,046,000,000 or 54 percent of the total 
proposed investment covered by this tabulation. 
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TABLE 2.—Certificates of necessity by size of company approved through May 7, 1951 














Certificates Proposed 
approved investment 
Number of employees per company 
Number | Percent Total Percent 

108 13.6 $71, 105, 000 1.9 
66 8.3 132, 772, 000 3.5 
74 9.4 285, 978, 000 7.6 
67 8.5 249, 151, 000 6.6 
89 11.2 310, 854, 000 8.2 
76 9.6 230, 579, 000 6.1 
80 10.1 465, 728, 000 12.3 

231 29.3 2, 046, 342, 000 54.0 

791 100.0 | 3,792, 509, 000 100.0 




















DEFENSE PROGRAMS 
SupPLEMENT—FEDERAL Arps To FaciuitiEs Expansion, May 17, 1951 
Defense Production Administration, Washington 


Norr.—Data on certificates of necessity for accelerated tax amortization 
included in this report are based on the first machine tabulation by the Bureau of 
the Census, Department of Commerce, and, consequently, may not be, in all 
cases, directly reconcilable with figures previously published.—Office of Reports 
and Analysis, Defense Production Administration. 


Freperat Arps To Faciititres EXPaNsIon 


The Government offers the following aids for facility expansion: 


I. Accelerated tax amortization 

1. Certificates of necessity for accelerated tax amortization are granted under 
authority of section 124A of the Internal Revenue Code. 

Certificates of necessity are separate and independent of Government loans. 
Applications are made separately, and a person may be granted either one or both 
covering a specific project. 


IT. Loans 

1. Guaranteed loans.—Section 301 of the Defense Production Act of 1950 
provides for complete or partial guaranteeing by the delegated guaranteeing agen- 
cies of loans made by public or private lending institutions. These agencies, in 
accordance with Executive Order 10161, are as follows. The Departments of the 
Army, Navy, Air Force, Commerce, Interior, and Agriculture, and the General 
Services Administration. 

2. Direct loans.—(a) Section 302 of the Defense Production Act of 1950 
provides for direct loans in order to expedite production or services essential to the 
defense effort. These loans are for the expansion of capacity, for the development 
of technological processes, and for exploration, development, and mining of 
strategic and critical metals and minerals. Financial assistance may be extended 
here only to the extent that it is not otherwise available on reasonable terms 
(including private financing, RFC, and other Government lending). 

(b) Section 303 provides for Government purchases of, or commitments to 
purchase, metals, minerals, and certain other raw materials for Government use or 


resale. Under this authority raw materials can be procured, without regard to — : 


limitations of other laws and upon such terms as the President deems necessary. 
This section also authorizes the use of funds for the encouragement of exploration, 
development, and mining of strategic and critical metals and minerals. 





sae es. eS 
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III. Department of defense contracts 

Still another form of Federal aid is military contracts for expanding, equipping, 
and tooling private, privately operated, and Government facilities. hese 
contracts are financed with military funds appropriated for procurement, for 
industrial mobilization, and for expediting production. 

Purchases for the strategic stockpile are made under authority of Public Law 
520. Long-term purchase contracts may encourage privately financed expansion 
of certain facilities, or facilities may be expanded under section 302, section 303, or 
with certificates of necessity as described above. 


Faciuiry Expansion Aips—Sratus or Actions Aas or May 7, 1951 


Certificates of necessity 

With new applications for $1.7 billion filed since April 13, 1951, the capital in- 
vestment proposed under the accelerated tax amortization plan reached a total 
of $17.6 billion by May 7, 1951. Nearly a third of this amount, $5.4 billion, has 
been approved and the bulk of the remainder, $11.9 billion, is still awaiting action 
by the delegate agencies and DPA. 


Guaranteed loans under section 301 } 

During the month of April applications requesting United States Government 
loan guaranties (under section 301 of the Defense Production Act of 1950) on a 
proposed investment of $115 million increased the total amount filed to $561 
million. About 75 percent of this amount has already been approved ($422 mil- 
lion), leaving only $123 million still under consideration. 


Direct loans under section 302 

New applications for direct loans under section 302 of the Defense Production 
Act of 1950, which were filed since April 13, 1951, amounted to $66 million. 
This raised the total amount of applications in this category, received by May 7, 
1951, to $1,371 million. Nearly 80 percent of this amount is still under con- 
sideration ($1,094 million) and almost three-quarters of the remainder, $154 mil- 
lion, was denied. The approvals for these loans were $60 million. In addition, 
almost $60 million was lent by the Reconstruction Finance Corporation, as sup- 
plemental participation by that agency, 





Certificates of Guaranteed loans Direct loans 
necessity (sec. 301) ! (sec. 302) 





Millions of 
dollars 


Millions of 
dollars 


Number —e Number Number 





3 8, 583 17, 583 489 762 41,371 
1, 235 § 5,427 327 29 60 
318 252 57 159 154 

7, 030 11, 904 105 1, 094 























1 As of Apr. 30, 1951. 

2 Does not include filed applications which were later withdrawn. 

3 Does not include 319 applications received in DPA but not yet referred to the delegate agencies. 

4 The value of applications filed is greater than the sum of applications approved, pending, and denied 
because approvals may be for a lesser amount than requested. In the case of direct loans only, it also does 
not reflect RFC supplemental participation. 

5 This is the amount of proposed investment on which the allowed tax amortization amount is $3,833,190,- 
000 or 70.6 percent. 


4 As of April 30, 1951. 
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CERTIFIGATES OF NECESSITY 
STATUS and ACTIONS BY DELEGATE AGENCIES MAY 7,195! 


Percent 
100 





OENIED 
APPROVED 












PENDING FINAL 














75 OPA ACTION 
50 
PENDING IN 
AGENCY 
25 
re) ‘ 
COMMERCE OTA INTERIOR AGRICULTURE 


Certificates of necessity status of actions by delegate agencies as of May 7, 1951 





poten : 












































l l | 
| Total | Commerce DTA | _ Interior | Agriculture 
Status | | 
Num-| Per- Num-j| Per- | Num-| Per- | Num-} Per- | Num-j Per- 
ber | cent | ber | cent; ber | cent | ber eent | ber | cent 
a le 8, 583 100 5, 864 100 | 1,310 100 | 1,101 100 308 100 
RN, ic iianwk a due Be Mig hoa“ 1, 235 14; 900 15 184 14 132 12 19 6 
aS SPRITE RE BE PM 318 4; 271 5 8 1 15 1 24 8 
Pending: 
In agency ----.-- eu thea owaeiomiiak 6, 394 75 | 4,299 73 | 1,010 77 871 7 214 69 
5 6 ee a Sante 636 7 394 7 108 8 83 8 51 17 
Percent distribution _---_-..- 8, 583 | 100 | 5, 864 68 | 1,310 15 | 1,101 13 308 4 
| | 














1 Approved by agency; awaiting final approval by DPA. 
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CERTIFICATES OF NECESSITY 
TRENDS AND STATUS OF APPLICATIONS 


Number — Cumulative 
10,000 





NOT YET 
RECEIVED wq— REFERRED TO 


HL 


OELEGATE 
AGENCY 














Number—Cumuulative 





Received | Filed | Approved | Denied | Pending 
| 





2, 201 268 | | (1) 
3, 080 416 | | () 
3, 247 | 447 | (4) 
8, 666 | 493 | (1) 
4, 053 | 578 | 3, 399 
4, 176 | 585 ¢ 
Pibedste’ PBA 5 oa rg em TOO 4, 581 | 686 

Mar. 30____. : Seip dinak akan ‘ 5, 89: 5, 280 | 854 | 

1 Fe Sata aaa SE Say sap ee 7, 67% 6, 121 930 | 

ere ee a sible i 6, 879 | 1, 003 | 

oe poe FSS ea eaten URS SPL eD Wa a A , 408 | 7, 796 1, 086 | 

Apr. 30__._-. e eg task ea oe ies can : } 8, 321 

| ky Jee eee | 8, 583 








1 Not available. 


83473—51—-pt. 1—~~-23 
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CERTIFICATES OF NECESSITY 


TOTAL FILED THROUGH MAY 7, 195! 


Millions of Dollars 








20,000 





15,000 





10,000 


MISCELLANEOUS 
PRODUCTS & SERVICES 








5,000 


FILED APPROVED 


TRANSPORTATION 
AND STORAGE 


FINISHED PRODUCTS 








BASIC MATERIALS - 3 
PRODUCTION AND ; 
FABRICATION 5 


DENIED PENDING 






































Filed Approved Denied Pending 
| 
Industry group s é 3 | Fs i 
— Amount — Amount ‘on Amount | — Amount 4 
Basie materials, production and 
fabrication Kpithi nie iin eucadeaniee tao ee 9,811.5 576 4, 045.3 67 | 133. 8 | 2, 322 5, 632. 4 
Finished products. __-...........] 2,755 | 1,989.3 402 613.8 98 | 29.7 | 2,255 1, 295.8 a 
Transportation and storage._.__._| 1, 404 3, 370.3 192 686. 7 17 | 19.2 | 1,195 2, 664.4 4 
Miscellaneous products and | ig 
DB ick scctiedciegecd 1, 459 2, 461.5 65 81.3 136 | 68.9 1, 258 2,311.3 a 
TN isc cn ainsi diuibions 8, 583 | 17, 582.6 | 1, 235 | 5,427.1} 318 | 251.6 | 7,030 | 11, 903. 9 : 
} | 
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CERTIFICATES OF NECESSITY 8y Industry Group 
ISSUED THROUGH MAY 7, 195! 


Millions of Dollars 
4800 














BASIC MATERIALS FINISHED TRANSPORTA- MISC. 
PRODUCTION AND PRODUCTS TION AND PRODUCTS AND 
FABRICATION STORAGE SERVICES 





Approved 





Tax amor- 

Tax amor- tization 

: Propo ed tention allowed as 

investment allowed & percentage 
of proposed 
investment 


Industry group 





Basic materials, production and fabrication 4, 045.3 2, 842.8 
Finished products ms 613.8 439. 5 
‘TS PMRIOINOS CEOTD ATU DRDONNO oi no 5 ono nk icc ncncentctunces 686. 7 510.1 
Miscellaneous products and services 81.3 40.8 














5, 427.1 | 3, 833. 2 
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Certificates of necessity by industrial classification approved through May 7, 1951 












































Millions of dollars Tax 
amorti- ; 
zation e 
sree te allowed 4 
umber x as a per- S 
——— d amorti- centage of 3 
zation | proposed a 
ment allowed | invest- 
ment 
CI Ns aa es oy 1,235 | 5,427.1} 3,833.2 70.6 
Basic materials, Production and fabrication......____- 576 | 4,045.3 | 2,842.8 70.3 
01 TE ai i 15 85. 2 72.1 $4.6 
02 MO Ss 12 60. 3 49.4 81.9 
03 Nonferrous I MR ee a oo 13 213.6 142.1 66.5 
032 Bauxite and aluminum concentrates_________- 5 135.4 76.7 56. 6 % 
036 Other ferroallo ayue ores and concentrates. -__- 5 9.8 9.3 94.9 a 
037 Rare earth and radioactive ores and concen- 
gg ERATE RS RS Ci PIE OS ORL OE” 1 sa .2 () 
038 Other nonferrous and precious metal ores and 
PR CE rk SELTN SS Slane. Mecca ka 2 68. 2 55.9 82.0 
04 Iron and steel, production and fabrication _-__.__- 154 | 1,985.2] 1,429.0 72.0 
041 Pig iron and other —— iron products__._. 19 148.3 122. 5 82. 6 
044 — alee gray, malleable, and miscellane- 
i taiaa Si cea ae aa I en Sk SS og Se ie 5 6.4 4.8 75.0 
045 Steel ingots and castings._.................... 59 | 1,303.2 978.3 75.1 
046 Semifinished steel pr re DE ESR iets nee 14 189.1 119. 6 63. 2 
047 Finished steel] products, hot- and cold-rolled _- 49 326.8 195.1 59.7 
048 REE Rees eee eres 8 11.4 8.7 76.3 
05 Nonferrous metals and alloys, production and 
fabrication.....__. EPEAT RE IO EE BIST TE 38 322.3 262.6 81.5 
051 Aluminum 16 278.4 228.9 82,2 
052 EEE TE oe SOR Cee ree TS Te 2 7.7 3.6 46.8 
054 bE apap ee Raia a 5 As 10 28. 1 23.9 85.0 
057 a ate ae Ee ee oe a ae 2 2.7 2.0 74,1 
058 All other nonferrous and precious metals and 
ON TER Ee Rai ease 8 5.4 4.2 77.8 
06 Metal scrap reclaiming. .....................-.... 48 6.6 5.0 75.8 
061 Reunion 45 6.3 4.7 74.6 
062 PCA TN i 3 | 3 (2) : 
07 Chemical products (except synthetic rubber) - ___- 82 447.4 233.0 §2.1 
071 Basic chemicals and products___.._...__.._... 79 445.3 231.6 52.0 
072 Drugs and related commodities___._.______._- 2 L7PT Lb 64.7 
073 Plastics (except synthetic fibers and fabrics) _- 1 4 3 75.0 Be 
08 Gasoline, fuel oils, and lubricants... __....--.-..-- 65 421.3 334. 7 79.4 a 
081 Gasoline and components.__.._.._.-...------ 56 378. 2 299. 9 79.3 4 
082 TN ic oe a i ee ee 2 13.0 9.8 75.4 
084 Other petroleum products and coal deriva- 
DE ici wh Seino em een bikin uci coda 7 30.1 25.0 83. 1 
09 NE ask Ne ake ote oe a 1 1.6 SS os 68.8 
092 Rubber, REGNIIRII S58. ca ecua. cnosseuas 1 1.6 1.1 68.8 
10 BERRI ENE CS AES Rag rr hae tT PO 68 60.3 50.9 84.4 
ll oy EEE EE TEE ete De OA Re eT 4 15.0 10.9 72.7 
12 Cement and concrete products__.........--.------ t 20. 2 15.0 74.3 
13 CR ohne ek wcueadcagausiace nae 14 2.1 1.4 66.7 
14 I ina onc ccibeiiap ss man inka wii arntineen 23 50.3 25.5 50.7 % 
15 Lumber and basic products__..........-.--------- 3 1.8 11 61.1 : 
16 PN CIN BOGE 5 i So oe etncnentdensensmdann 32 352.1 209. 0 59.4 i 
Wisiislwed etOGee ons. ncicw icc aktinkosn cscs 402 613.8 439. 5 71.6 ‘ 
17 Machinery and components---...........-------- 136 206. 3 140.7 68. 2 % 
171 Metalworking machinery, accessories, and 
DR OTe oI ET A ERE ER RL Se NR ee 46 22.9 18.2 79.5 EY. 
172 Compressors, pumps, valves, gears, ete»___._. 10 7.7 5.9 76.6 F 
173 Special and miscellaneous industrial ma- 3 
BS TEE RE Regen a SS TET TSE, 9 2.0 1.5 75.0 3 
175 Constrention and mining machinery--.......- 2 <2 1 () 3 
176 Precision and medical instruments ---._..---.- 9 4.4 2.6 59.1 i 
177 I io a ee oe ae 27 21.0 17.3 82.4 
178 Abrasives and abrasive products-...._.......-- 2 3.6 1.8 50.0 
7 Miscellaneous equipment and components - - - 31 144.5 93.3 64.6 


1 Tax amortization allowed $157,000) is 90.2 percent of proposed investment ($174,000). 
2 Tax amortization allowed ($258, 000) is 75 percent of proposed investment ($344 000). 
8 Tax amortization allowed $136,000) is 61.3 percent of proposed investment ($222,000). 
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Certificates of necessity by industrial acer approved through May 7, 1951— 
ntinue 





Millions of dollars Tax 
amorti- 
zation 
allowed 
Tax as a per- 
amorti- | centage of 
zation | proposed 
allowed | invest- 
ment 





Proposed 
invest- 
ment 





Finshed products—Continued 
Transportation equipment, except automotive-._- 
Ships, except combat 
Automotive and tractor equipment and compo- 


(4) 


—_n 
= 
ew 


Motor vehicles, except combat 


Components and related equipment 

Electric and electronic equipment 
Electric 
Electronic 
Components and instruments 

Aircraft 
Aircraft 
Engines, internal combustion 
Engines, jet, gas turbine, and rocket 
Components . 

Ordnance, tanks, guns, and ammunition 
Small arms and machine guns 
Artillery and naval guns 
Tanks and self-propelled weapons 
Gun ammunition 

llaneous ammunition 
Fire control equipment 
Miscellaneous ordnance 
Guided missiles and rockets. -- 


Bort SSSE TRx0B 


CPO NOK DN HK NAIWHAAAnDACOe 


= 
os 
Oe os St 

















Storage and warehousing 
Services 





Miscellaneous products and services 





Miscellaneous products and services (research, 
testing, and other services; leather, vegetable 
Os Gnd Tats, giees, 666.) 0... ccc een nec ccelck 




















4 Tax amortization allowed ($49,000) is 80.3 percent of proposed investment ($61,000). 
5 Tax amortization allowed ($178,0)0) is 84.4 percent of proposed investment ($211,000). 
6 Tax amortization allowed ($27,000) is 90 percent of proposed investment ($30,000). 





356 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





Geographic distribution of facilities covered by certificates of necessity approved as of 


May 7, 1951 



































Amount ap- 
Number of | proved (pro-| Percent of 
certificates | posed invest-| grand total 
ment) 
Thou. of dols. 
Oe NR i So nk ie doen 1, 235 5, 427, 116 100.0 
Total, continental United States !__..-.........-..---.-- 1, 042 4, 731, 790 87.2 
Ree ie a, cenneuiie 70 351, 483 6.4 
Winer SG 3. oe on Soci Ge ta 6 3, 727 1 
SRT RGS SNE eg a A Ee ome ERE tape Dna ae 1 38 
IRN sais ass 6 oie reins sp oi ae 20 
I os ata es il acl ai eating ea nd amgeneumiciacam ib 10 
ik a ae ch adactaiisatinctoneipecueaiinrene 1 
Bo SERRE UE Bice tr a 2 
Or ase a oe ae 2 a 2 
Rea? U8 GUN 555 oh RS en ctomn 5 
pe EE OS EE Le ES eh or GER et, a aN OTS 3 
PRIOR ai Bae re ae ora a 3 
i PRR RESET PRR 03) WS . eaoeeglces Se es etn mercan CTIA eS." 40 
ON i eo asioapiieainal 5 
pS RSI RSS Ba SCS SE Se ty sk eee aie ee te i) 
pO TERS OER Or ANON ee SOREN ERNE ne 4 
DU a oe BS | cur sccetnepeliaicoalablnt alien 5 
Ea SE ESSERE Ser ies Rae Seca i ete Tee 4 
ps GRIST ERCSRRNE AOE Seen Sega eerie ave en ree 1 
BO A GNU. a ik ind cc cncdannenld 12 
ae Fe hs os cco 249 
ON oe a or Be es seine si iekideait att tes Cae 67 
js RAREST a SAR ARR SR areal, Ato een Sree 2 
| EER SESS SERRE aa Saeed q 19 
New York-Northeastern New Jersey (1) 2. 24 
RE EE Sapa We pee aC Ra 1 
SAE SESE ED a EERIE ate ip Sage etapa Mande 2 
eR i aie tt fi tes de RRC SE ORE Re eae 1 
MAND TE Mii cc ckpcccdaccccnescndeedncsnons 18 
BRO i i nimanndiel 52 
Allentown-Bethiehem (9) 4......:..............-...... 1 
New York-Northeastern New Jersey (1) ?.....--.----- 39 
Philadelphia (3) 2. .............. BORE? UD REE ark Ripe aaa 1 
yg | ERE ee ES. Er Re LN RS a ee 3 
Renn 2s a nino 8 
a ERE IIL AL OTe raat en Pak Res Se aoe ee 130 
Allentown-Bethlehem (2) 3_..........-.---.----------- 3 
EE TOR ONE ae Peon CI ES ER TEENIE aes 2 
OSSD) CoP ae ae ES aN Se GER, area mee emEIO? TS 1 
PE iS a iiicicbotinisitiedsocorn<duees wcepuces 5 
EE SES TE Tees See Oe eee eee 3 29, 534 
EE EP ERs arptoel WE eras AC sf 26 426, 813 
NE Re he MOD eT oO eae aN TON 44 318, 162 
SRS ST LES eR NES That el Ponape 4 35, 041 
| Re, SR ee ESE OEE Ea es 1 1,370 
We re RON ni ee ie asians 2 4, 298 
ao so Atk eit dosndodandosaandaekeneds wenaeees 2 2, 054 
PRES RRS SES, SRA ate ee 3 069 
Pe NOR i tS ois a Sciennniannciet 34 24, 386 
East North Central States_-- 323 975, 866 
| | RT Re Pie ae 115 391, 909 
i a i i a oi. y & }, 267 
ORG inca ciated Saas Hingis Senbueean 6 8, 948 
a a a tenants bacislag deanna 8 33, 644 
Cleveland-......-.- PAOD) Fert are LORS PRE ate AT, De ee 34 131, 160 
a he a ca aes 2 255 
Ra canto Epa ee Mp ny CORES TT fr 4 5, 295 
Hamiliton-Midd@letown.....« ...5..0.50 Ses cece sans 2 49, 081 
SRNR Wea RS ns sien onda open nine one ase \ 1 170 
AME RO isa ss oF oscil oe ened a Sareea» rat 
FRE IEE e2 EE Ea aah deo a Ler pa ict 8 tae RC ORI 1 SE ogvciwa Soeeie 
ETERS ae ate e ne eee a EE Be One TO 4 NS Se 
OU i i i i alla aie nadeainaiees 2 Ay Ge Ret Pane Eee 
TON TE ois a os CR eek 6 TS OD toc accupactoude 
PINE OE iia chign creo ce aceen act temarvane 38 SO T00 tio ic cdawg 


See footnotes at end of table, p. 359. 
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Geographic distribution of factlities covered by certificates of necessity approved as of 
May 7, 1951—Continued 





Number of 
certificates 


Amount ap- 

proved (pro- 

posed invest- 
ment) 


Percent of 
grand total 





East North Central States—Continued 


Chicago (6)? 
Evansville 


NS oc en SS ta ee een apnuceenens 


Indianapolis 


ee ee. neh seenree een uienc ann 


South Bend___ 
Remainder of State 


(TGR ECR PERSE eed Et REO 


St. Louis (7)? 

Remainder of State 
Michigan 

Bay C 


Grand Rapids 
Jackson 
Kalamazoo 


Sap eee eee EREIPEDS eRe Pe ie 


Remainder of State 


EFORCE NIT ET APEAAEN 


West North Central States 
Minnesota 
Duluth-Superior 
Minneapolis-St. Paul 


Cedar Rapids ; 
Davenport-Rock Island- Moline 
Des Moines 


Kansas City 
St. Louis (7) ? 
Remainder of State 
North Dakota 
South Dakota 
Neb 


Remainder of State_.....-.----- 
South Atlantic States_...........-..-.-- 


Baltimore 

Remainder of State 
District of Columbia 
Virginia 


Remainder of State 
West Virginia 
Huntington-Ashland (5)? 
Wheel 
Remainder of State 
North Carolina 
Betin Caremiao: . . oc sa5 5. Cae 


See footnotes at end of table, p. 359 


_ 
mI 89 Cro bo 


w 


_— 


2 
8 
2 
5 
2 
1 
1 
7 
3 
6 
1 
1 
2 
2 
9 
5 
7 
7 


~] 


Cn NOON DOL, DWN SDN St 


— 


ore 





Thou. of dols. 
140, 711 


27, 974 








17, 414 
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by certificates of necessity approved as of 
May 7, 1951—Continued 




















Amount ap- 
Number of | proved (pro-| Percent of 
certificates | posed invest-| grand total 
ment) 
South Atlantic States—Continued Thou. of dols. 

Us hres ns ae a nd mk aeibchininnewasenenenew 7 46, 963 .8 
a as le ead 1 |S eee er ee 
Chatt eiies Piss de Waios sadisinweebeseecKcscescaaiee 1 DW tah cache 
NN ESE ECTS BAGS oon See Ce TES eee re ] A ae ee 
ni , , REED Be ESAT SARS, ae Se REM eae 1 PE a rae 
Memeo a1 Gels .f Se eo a secs 3 NS aS 

OE Big oa 5m ov ds os Sateen chcadngbakakunionsscdbuke 6 88, 065 1.6 
ITS oc cc cai acce nn cuceunedaRaelas tiaumcaie 1 VF Wee ss ok Fon wenn 
RR STS Ge” ENE A NANTES LN BARE 5 Tyee. ee eee ee en 

Meee GUE TS ik ins iv cw ocecaecabacaedisinici ceases 51 318, 649 5.9 

SBE ES an anton fee ty echoes 12 94, 847 1.7 
Huntington- Ashland (5). ADEE GRR AET A! NER eee RNS 1 a Oo f 
Louisville___- ae Si Ruasing CUMENS IC Lea skeee be 2 Oe Pe aie eit 
© EN EE TORE eae CS pS EN 9 et , & DEER ae 

TC cnc ecudes 17 25. 525 6 
G hattanooga .. bcs eee a i sen acanih i II tae da cule 4 OR Boos cena ances 
DAMIER Se oon ie ca acc cencebawekuusbions cake 2 GG ap ovcokelssusee 
SESS S He oe Seen, Be ee eRe : 4 1D ee RS 
Nashville PNR Seti Ret le aes Se ye Ee 1 fe Na teche ea aesiaeee 
PERM SP OUNDD ee i eee nak ndeees seas 6 |, RRO CRSRG MRED oe ot a 

MI ah ota on cc di de cetlincinteededucuesauban § 18 153, 028 2.8 
RRS SE a pee Fe oat in bape 9 TR BOB Fe ees scene x 
SRE SUT RE Tit “Se Rio PV PAICREE AS AME Sec pe 1 fees ere 
AEE TIRES Re ie Sa Lalla aa ae gL U MIRE Cm 3 OD SEARS aera 
Meme bai. oF Soc aendnce 5 en td Se ORE aR 

MR he a ho a ouch ease bU ano nanean 4 45, 249 8. 

Weat South Conteal Btstes a. 75 818, 757 15.1 

re a eh oe aes bie 4 4 58, 700 1.1 

Louisiana Fie as dike eee teen minaan 13 70, 519 1.3 
SII ois Gi ad nucwknacacaeap uma n bok nmin 4 Wy Pe ei ciscccsaun 
I hs hee aaah ca Udeendakeancae aban oe 2 Me earns Reena iat 
I a a ak are gules 2 eg ES ot arse 
BEN I Son nn denne ited dnanis 5 i RCS mS ea 

a re ee akinnnkneue 3 11, 456 + 
ee dans inwenu means 1 oe ESS Leap eaeae 
Remainder of State 2 ye 

ON in aids ctindcnchivcas pocdeseudiesiislusehcenendas 55 678, 082 12.5 
(HERES aT Ris Bah amar 5 eS SERRE eg 
Cor ong CO  PRRSER SSD EMRE TE, Se SFr gi BaP oa TOOL OC 3 © A ES a RRS 
pape Gea ata iy a i Sa ale Ges Tae eae 1 ET She eh iia ase 
El Pas eg ORE Ty OG AO ECE NSS ARES Les Ebest eal ge 1 DO Be Bikes ss cceuan 
CY Rea A REO RRR AS Te ei ani trance aie 5 be Fil diiWenneancnn 
REO. wll ails. nics scdot cate tnnué nan om can wis bee dcaadat: 3 DG, FOR Sandaatncasenons 
MR itt occcd len nenhicconc and beddamconhcinmeaks: 14 VIB ORF 6505.3. ee 
Rin 55 ic gh init caine dee to pwaedb agh ins 2 TAO lian odene ncuecn 
PT MORNE 6 iitao rac cianetanicsdnchenamsiuancl 21 BOR, TON as oe ce 

Mountain States 29 264, 4.9 

Nat dcoaia- iat as iachitacnls rea oto coleducanieaimeg se ce Ashcnen daa wlan eieslal 2 104, 021 1.9: 

(NESS RO i RE ARS RRS A Sr aaa eB tir eR 2 16, 500 .3 

Wyoming 1 Li Re Aon cb veannane 

RN a Oe a eumimeansecn 6 , 622 1.9 
Denver Ao} SP sa a acne 
Pueblo 1 80,008 |.ccssis. cle 
NE RSI so as a onc omhnecagawkdanenen 4 Th SR iad secec decs 

NE iia its encased ok desim cae Bhaeed wakaieasaicels 1 Ee ES SSS ea 

iid ith Diab ngs casa dvcinck a nce pankbaenedansived ates 10 11, 603 2 
RE i ie ARE AS SRG ESN EAM See, LORE ONT et 5 hs ee ee 
Seams wd EEE ES eS GS 5 Wi Fee Fab aaccancon 

Fra ae in cata nacge nen kdnccmouds uname ambi 5 8, 078 2 
aRait I clin Hd. rdndin nace dcaekannGn mieitieie 3 tee Anntecewin disuse. 
PIE OPE TINE fo hi enc Uh acnes gn bicncenancudoneu 2 Lh Ee Ee 
pO NEE a ae ae 2 21, 506 a 
Pacific States -_- 123 205, 159 3.8. 

Washington 19 73, 736 1.4 
Portland (9) 2 1 SO FOe Feiaedc cckcn 
I I A crake hie oe mamas npn duckebtiteedinnee anes 6 Se eee 
spe PR RRO Te, Tee LEE RO COS SE OD 2 TE Fadlakebesnsnaus 
RL inant oe: dit bikadociesih belounende <eiAaiyheitemtel 3 Reet eee 
Remainder Re NO Richa clinctneeanscdcnnecenannan 7 Lg Ee eee ee 

UNE i, cocndicks ei ctackucdiad a euedn ohana pencdekésseales 5 8 8 RR ae a 
Portland i RAR TESTS ae. AIP See RO ROT eMC 5 Wee Aon cacaneaccae 


See footnotes at end of table, p. 359. 
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Number of 
certificates 


Amount ap- 
proved (pro- 


ment) 


posed invest- 


Percent of 
grand total 

















Pacific States—Continued 


California 


San Diego. -.- 


Thou. of dols. 
99 129, 
4 i> % Renee 
59 62, 459 |_.-- 
1 2, 276 j.... 
2 40, 071 j.... 
9 5 ube 
10 eas }.... 
3 8, 598 |... 
il 6,391 |... 
6 200, 205 





























~ 


7, 500 


















7, 500 

















1 
192 


687, 826 | 









1 Excluding transportation. 


? Metropolitan areas which appear on more than 1 State: 












Number of 
certificates 


Amount ap- 
proved (pro- 
posed invest- 














ment) 








New York-Northeastern New Jersey.................------------- 63 
FE IESE RCL NTE OE ee 4 
| ES eee. ett t ane eeane Se ed 27 
po Oe aga ap pee ataceeamengs BEleeys Re ae CN ree 9 
Pe UN issn ace gp wrens es tino ems ka ipaetnbemnei 4 
(Ea GROMER GENE SS ipa IDOE ota pn EGER re crteae Gy WICe Muon MEE 55 
ESS NRSIRIISER SSMS Se aire eter emer Maawiecucweuak 25 
ES EEE ITI A IE EL RN eel TON MB pe SON is 5 
Re eddies LAMY at eR eat 5 








Thou. dols. 










77, 858 
8, 276 
427, 063 
14, 705 
37, 447 
100, 389 
121, 099 
8, 735 
22, 123 













Direct loans under sec. 302—Status of actions by delegate agency as of May 7, 1951 



























Filed ! Approved Pending Denied 
i 
y Thou- Thou- r Thou- |x; Thou- 
— sands of — sands of aoe saads of — sands of 
dollars | ” dollars dollars dollars 
RS oie lin Caer au ei wid.cja.s 762 | 1, 370, 810 29 59, 808 574 |1, 094, 098 159 153, 888 
AREAS EE COIS le aE OL TNE 396 |1. 087. 545 25.| 2 51, 103 278 851, 109 93 129, 652 
pI Ea gees aay tone. ri 32 27, 462 0 0 2! 20, 625 ll 6, 837 
Defense Transport Administration 34 29, 919 2 6, 970 29 14, 469 3 1, 154 
Interior: 
Petroleum Administration for 
TPN Cele cc hah sikiee 18 44, 833 2 1, 735 9 38. 575 7 4, 523 
Defense Solid Fuels Adminis- 
OED 5 RRR oe aati eiceel 7 17, 046 0 0 7 17, 046 0 0 
Defense Minerals Administra- 
NR eas ge ee 274 163, 990 0 0 230 152, 283 44 11, 707 
Defense Electric Power Admia- 
istration. ......... am sie aioe 0 0 0 0 0 0 0 0 
Defense Fisheries Administra- 
2 SRE Nae ORLA: 3s! SSN te 1 15 0 0 0 0 1 15 


! The value of the applications filed is greater than the sum of the value of applicatioas ap 
and denied, because approvals may be for a lesser amount than requested and does not reflect RFC supple- 
mental participation. 
2 Includes $60,000 which has been withdrawn at request of applicant. 




























































proved, pending 
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DIRECT LOANS 
UNDER SECTION 302 and RFC SUPPLEMENTAL PARTICIPATION 
BY INDUSTRY GROUP — ISSUED THROUGH MAY 7, I95! 


Millions of Dollors 
60 








Sc R.F.C. 








45 SECTION 
302 : 



































30 
15 : 
0 pears A 
BASIC MATERIALS FINISHED TRANSPORTA- misc. 
PRODUCTION AND PRODUCTS TION AND PRODUCTS ANDO 
FABRICATION STORAGE SERVICES 
Millions of dollars 
Industry group 
See. 302 RFC 
Basie material, production and fabrication. _..............-.--..---.---------- 40.0 54.3 
NE IE ing a cha maniatiad tabet aceon edn dase iancnwsccencusaswenagh 12.5 4.3 
Transportation ond eterage..... . - < ... 20.02. 2. ie once ne ene n ec ew ee wsens 7.0 A 
Miscellaneous products and services_..........----------------- SERRE -3 4 
DOO so icikisccnecnscecukskwandayennaemmsenienienaswesdeecunenees oun wemiwe 59.8 59. 1 











Direct loans approved under sec. 302 and RFC supplemental participation by industry 
and company as of May 7, 1951 


{Thousands of dollars} 
























Sec. 302! RFC 
CO a i a ee ia nnd aes exaheceemins 59, 808 59. 068 
Basic materials, production and fabrication........-.......--...----.-------- 40, 047 54, 276 
Iron and steel, production and fabrication. -.- 38, 185 53, 556 
Lone Star Steel Co-__-_.-..----- 23, 425 50, 000 
Hazelton Steel & Tubing. ----- y AE PASE ae ae 
Green River Steel Corp--. ---- 5. 000 3, 566 
I eee oe iodides Ganlecdaibwscahmmecansu | a. ie RIE 2 eae 
Boston Electro Steel bgecees hen saa nice nuc Bains wakand in eed PEE Pivadccuscpeas 
Chemical products (except synthetic rubber) -............-.-----.---- 5 UES tesssaiaceea Gina 665 
PRS Wiamtinn Cats he ak es aie cee dati cus iki cee ta ae ning ceel. 665 
Gasoline and fuel oils and lubricants.............-..- SoWeibe de cveae chicka ke OE POPE ae 
ND BENIN BN nib heads pane cnec da etsddesancdsncadbaoutan $1,436 }..-... PUR Tad Nore 
Southland Oil Corp. . ...-..cweecvas ce cciwwsrcccc cece stesnsuececanes~s 9900 Fi ccciciucxe... 


See footnotes at end of table, p. 361. 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





[Thousands of dollars] 


Direct loans approved under sec. 302 and RFC supplemental participation by industry 
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Sec. 302! 








Basic materials, production and fabrication—Continued 
Cement and concrete products Sl a Ne Rica lem ai ouaimen « 
Astin Bigos Commtriation Cie... co i in nections scmn : 
eee se a. a a dan wad emae seat Wehkgekoken nak aneees 
Obprenion Canvas Supplies, Ine 
Merit Sportswear Co cai issn a 
Dares wrereee, 16 ..i5oo ec oo. ek Pata tac us pus ace aie 


aN IIR eke a nena de conve spn ene cen ged gras ocunieedontiee 


NIT GIN I a 
Roller Bearing Co. of America___-__- 
C. L. Bryant C R- 
RC ik on ee eed al unseen 
Andrews-Alderfer Deoaaniine i ease. Csi eeteas ee Ss Bs 
Davey Compressor Co 
Ahlberg Bearing Co SO Se USS, aad ciek sie aes 
Hufford Machine Works, Inc__.._-.--_____. 
Skirvin Tool & Engineering Co_-___- 
Precision Gears & Products Co 
IR in Siahins qe buldion we Gaiiites 
PEGE 1 TOREMIe MOIMINOER, EO. ke se cee 
High Production Machine Co__...-.....................---- - 

Automotive and tractor equipment and components 
Fontaine Truck Equipment Co 
Algonac Manufacturing Co _._______-- 
Truck Body & Equipment Co- 
Federal Motor Truck Co _.- 

Electrical and electronic equipment. 





L. Maxson Corp... 

Standard Cable Cor lee apse aigleen 

— nnn “Treat Tee a 

OR Vire & Cable Corp 

pT Air Devices, Ine 

PERM eg Be a a ae eer 

American Radio Hardware Co__._-_-.- 

Mission Electrie Co., Inc__- 
Ie te A rr en ls ota wi deen p Sweep anes ee ch aebas ok geks 


Piasecki Helo Corp 
Marman Products_. 





nt, Tn NS Ne ne a ae 
PNT IIE WAM 0 hot nnn sacar sok nolekenntasehebor iacaoes } 
All American Airways, Ine 
Aircraft Services Corp_- en 
Trylon Machine Tool & Manufacturing Gels. 
CUM INO CMR So ee Se i ee ee 
Ordnance, tanks, guns, and ammunition 
Hesse Machine & Manufacturing Co 
Metaltex Corp 


nO ONG BRON is ce a 
MIN ond ii cc wn on dgd pentideunadboanaile bn tgieet mie 
Nicholson Universal ew Reick RE Te Legh Air ene! Anke, Boe 
American Bus Lines. _...-- ASE ee emmy ee en oe ace a Siac | 
Gordon Ray. | 


Miscellaneous products and services 





Research, 

glass, etc Se ape 
Pacific Electric Contractors... __........---.---.-----.....-........ 
Lily White Sales Co. and Cascade Finishing Co 
Ure IN oe te eee swecGae del 
Grants Ice & Development Co 
Radiation Counter Laboratory 
Lenard Co. 


testing, and other services; leather, vegetable oils and fats, 





336 410 

ke SE eee 

43 92 

1 SN Se ea 150 
RG See ee 100 
Eadie ilewins aoe 53 





















































































































































1,350 |..-- Racaike 
CER Eb sicaeet + 
Pg EE a 
> 3 eae Sa Ee 
500 
pial eqns dine 200 
200 
98 
5 ipa aac 45 
“ 25 
ret 25 
305 1, 500 
BO Fess cc kacaonnee 
By SEE sem 
SP acvahebintcas 
eee 1, 500 
3,175 466 
hg aes ape ee 
UL} ae 
nad EERE CE ES 
> ASO open, ae ‘ 
aectis ce dalek ei 165 
te lpaie's: tad snl a/acawas 125 
clas ali ati 121 
hi eel igen 55 
6, 600 298 
| TPES 
yt nee 
Ra 
ai, RE ra ae eye 
7 Sepa Haare 150 
pins eile 100 
ahd ~ sabe ath 32 
nel Sais iat 16 
iid ah tk atari wie 393 
a ARI aes er ARE 250 



















































Department recommendations except those noted. 
? Recommended by Petroleum Administration for Defense. 
? This application has been withdrawn at the request of applicant. 
4 Recommended by Defense Transport Administration. 


1 Recommended by delegate agencies and approved by DPA. All sec. 302 loans are based on Commerce 
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The CuarrMan. We will recess now to meet at 2:30. Mr. Brannan, 
Secretary of Agriculture, will be here then. 

(Whereupon, at 12:32, the committee adjourned, to reconvene at 
2:30 p. m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., pursuant to recess. 

Present: Messrs. Spence, Brown, Patman, Multer, Deane, Bolling, 
Wolcott, Talle, Nicholson, McDonough, Buffett, and Betts. 

The CuarrMan. The committee will be in order. 

Secretary Brannan, Secretary of Agriculture, is the first witness. 

Mr. Secretary, we are pleased to hear you. 

Secretary Brannan. Thank you, Mr. Chairman. 

The CuHarrMANn. You may proceed as you desire, and if there is 
anything you wish to insert in the record, I am sure you will be 
granted that privilege. 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Secretary BRANNAN. I appreciate this opportunity to state the need 
as I see it for a 2-year extension of the Defense Production Act and 
for amendments to strengthen it in those areas in which the Secretary 
of Agriculture has direct responsibility and interest. 

Because you have so many witnesses to hear, I shall make my testi- 
mony as concise as possible. 

I am sure there is no need for me to dwell at length on the necessity 
for extending the act. The President, in his message of April 26, 
stated the case in clearest possible terms. Our defense mobilization 
is going well but is far from complete. The major impact on our 
economy, as the President said, is still to come. 

Instinctively, none of us likes controls. Likewise, none of us like 
the current threat to our security and the pace of the world. Only a 
few fail to recognize that in abnormal and emergency times, some 
emergency measures are necessary. Right now the emergency calls 
for measures to deal with a shortage of basic materials needed in the 
defense effort, to alleviate our manpower problems, and to counteract 
inflationary pressures. 

The basic authority for such measures lies in the Defense Produc- 
tion Act. It should be extended and strengthened so that our Nation 
may finish the job of girding for defense against the most awesome 
threat that mankind has ever faced. 

I should like to render a brief accounting of our use thus far of 
authorities conferred by the act and then lay before you the major 
facts supporting the recommended amendments with which I am most 
directly concerned. 

In order to put in perspective the individual functions of the Depart- 
ment of Agriculture under this act, it is necessary to recognize two 
general facts: 

First, food and fiber are vital elements in both military and economic 
mobilization. It is implicit in the act that agriculture is a basic 
industry which must be kept strong and productive. Our military 
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and industrial efforts depend upon that. It is also recognized that 
agriculture in turn is dependent upon other segments of our economy. 

Second, the Defense Production Aet does not attempt to give us a 
blueprint for agricultural mobilization. It supplies several key powers 
not provided by any other statutes. As a matter of fact, some of the 
most important elements in agricultural strength derive from long- 
established programs such as those which provide for storage of safe 
reserves, improvement of the soil, rural electrification, credit, research 
and education, and other aids to efficient production and marketing. 
In my opinion, the task which lies before the American farmer is 
second only to the most vital part of the military effort. 

We have not found it ngcessary or advisable to set up a new agency 
to handle the mobilization program. Rather, we have adapted our 
operations to meet current mobilization objectives and have inte- 
heey into a going concern the new functions arising from the Defense 

oduction Act. 

In general, these new functions can be described as follows: We 
develop food and fiber requirements and, if necessary, allocate those 
materials among military, civilian, foreign, and other groups. We 
act as official claimants for metals, chemicals, and other materials on 
behalf of food and fiber producers, processors, and certain related 
groups. Those are the two main jobs. We also perform many serv- 
ices relating to food, fiber, and forestry for other defense agencies. 


REQUIREMENTS AND ALLOCATIONS 


We have set up in our Production and Marketing Administration 
an Office of Requirements and Allocations. Drawing on other agen- 
cies and branches of the Department for statistics, other information 
and cooperation of personnel, this Office determines how much of 
various agricultural products we need and, in case of any possible 
shortage, how the supply should be divided up. 

The requirements estimated by this Office, together with the De- 
partment’s combined knowledge of available cropland and other factors 
relating to production capacity, become the basis for production guides 
to help farmers gear their plans to national needs. 

Our production goals for 1951 call for the greatest total volume in 
history—45 percent more than the 1935-39 average. In 1950 the 
volume was 37 percent above the prewar level. The big increases 
we suggested were in cotton, corn, wheat, and rice, with substantial 
increases also in truck crops. In order to get more of those crops, 
farmers this year need to use less land for potatoes, flaxseed, and oats. 
We are emphasizing feed crops, especially corn, and urging all 
possible improvement in yields of grass and hay crops in order to 
meet the increasing demands for livestock products. 

Along with determining requirements, we have found it necessary 
to take some steps to conserve supplies through control of exports. 
Before the Defense Production Act was passed, it became necessary 
to control exports of sugar and molasses under the Export Control 
Act of 1948. Since enactment of the Defense Production Act, ex- 
port allocations have been placed on sugar and inedible molasses, and 
export controls or licensing orders have been placed upon cotton, 
cotton linters and linters pulp, cotton waste, wool in various forms, 
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resin, turpentine, and strategic oils. Our work in the export control 
field is done cooperatively with the Department of Commerce, which 
exercises the licensing authority. 

Under our food allocating authority, which is similar to the mate- 
rials allocating authority of Defense Production Administration, we 
review the requirements of the military, foreign, industrial, ‘and 
civilian users and of the Territories and possessions. 

We have also delegated to the Economic Stabilization Agency au- 
thority to exercise slaughter and distribution controls with respect to 
meat. 

We have in effect only two defense food orders, and one of those 
concerns 'a product which most of us would pardly class asa food. It 
is castor oil. Inventories and uses of this product are restricted. 
The second DFO provides for the setting aside of processed foods, 
when necessary, in order to meet essential requirements. The only 
action under this order to date is a set-aside of canned vegetables 
for military purchase. 


MATERIALS AND FACILITIES—-CLAIMANT FUNCTION 


In connection with our function as claimant for materials and 
facilities needed in farm production, processing and certain phases of 
distribution, we have established in PMA an Office of Materials and 
Facilities. 

Farms today are highly mechanized and more than ever dependent 
on industrial products. They have more than twice as many tractors 
as they had at the time of Pearl Harbor. They are using more than 
twice as much fertilizer and four times as much lime as in the prewar 
years. They use more gasoline, tires, chemicals of many kinds, farm 
equipment and repair parts. Without enough of any of these items, 
farm production is bound to decline. 

We have been aggressive claimants, concerning ourselves not only 
with stating requirements but also with problems in the allocating 
procedure and increases in production capacity so that there will be 
more materials available. For example, we have been aggressively 
interested in the production, utilization, and conservation of sulfur 
and sulfuric acid. 

There are many unsolved problems in this field which require the 
daily attention of myself, the Under Secretary, and our immediate 
staff in addition to all that can be done by the Office of Materials and 
Facilities and the other agencies of the Department that are called 
upon for information and other aid. 


FORESTRY ACTIVITIES 


Our Forest Service has special duties as a result of the Defense 
Production Act. Under an arrangement with the National Produc- 
tion Authority, it makes recommendations with respect to forest 
products loan’ applic ations and tax amortization applications, makes 
special studies and reports needed by NPA in connection with its 
work in priorities and allocations, expansion of production capacity 
and eu and like programs. 
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PRICE WORK 


Another function of the Department, through a small Office of Price, 
is the computation of legal minimum prices of agricultural commodi- 
ties according to the formula in the act. These computations are 
necessary in connection with establishment of ceilings on agricultural 
products by the Office of Price Stabilization. That agency cannot 
set a ceiling lower than the minimum computed under terms of the 
act. Generally speaking, the minimum is either the parity price or 
the highest price received by producers during the month preceding 
the Korean outbreak. 

On January 26 we announced United States average legal minimums 
for 165 agricultural commodities—all the commodities for which the 
Department calculates a parity price. Since then revisions have been 
made on the monthly basis. Adjustments, as requirement by the 
law, for grade, season and location differentials are being made con- 
tinuously. 

MANPOWER 


We have also done a great deal of work in the manpower field in 
connection with this act and other legislation. We have effected an 
arrangement providing for official consultation between draft boards 
and our agricultural mobilization committees. On the basis of our 
representations, the Secretary of Labor has added farm operators and 
essential help to the official List of Critical Occupations. This action 
became effective April 23. The list is used as a guide by the Defense 
Department in granting delays in call to active duty of Reserves. 
It has also been transmitted to Selective Service Boards for their 
information in considering deferments. 


STOCKPILING, TRANSPORTATION, OTHER RESPONSIBILITIES 


Stockpiling and other procurement work for defense agencies are 
carried on by Commodity Credit Corporation under authority of the 
Defense Production Act and prior legislation. Early in the emergency 
period, CCC held certain of its stocks of cotton, cotton linters, cotton- 
seed, and naval stores for orderly distribution and preferred uses. 
_ CCC has brought wool for the Army from foreign sources, is buying 
long-staple cotton, and has continued to make barter arrangements 
such as trading wheat to Belgium for industrial diamonds. 

At the request of the Defense Transportation Administration, we 
have made recommendations dealing with efficient use of port ter- 
minals in bulk grain exports. Well over 300 permits have been issued, 
establishing preference and priority in storage and handling of grain 
in port terminals. 

In cooperation with the civil defense authorities, the Department 
has made a field survey of normal food inventories carried in large 
metropolitan areas, and the Bureau of Human Nutrition and Home 
Economics has prepared a handbook on emergency feeding. 

In addition to the forestry applications for tax amortization and 
production capacity loans, which I mentioned, the Department handles 
similar applications in certain other fields. 

In accordance with the act, we have established 30 industrial ad- 
visory committees. 
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Our research agencies have undertaken a number of special jobs for 
military and other defense organizations in addition to redirecting some 
of their regular work for defense purposes. 

The act has also greatly increased the work of the Bureau of Agri- 
cultural Economics, the Office of Foreign Agricultural Relations, the 
Office of the Solicitor, the Office of Information, the Office of the 
Secretary, and other agencies and staff offices. 

I should like next to discuss the proposed amendments with which 
I am most directly concerned. 


AMENDMENT OF PARITY PROVISION 


The first of the amendments I should like to take up is that which 
deals with the use of parity as a standard for price control regulations. 

This is covered in the bill before you on page 10 in section 104 (b). 
“The amendment provides that the parity price used for establishing 
the minimum ceiling price for an agricultural commodity shall be the 
parity price for the commodity prevailing at the start of its current 
marketing year or season, rather than the changing parity price which 
is published from month to month. Thus, for ceiling price purposes, 
the parity price of an agricultural commodity at the beginning of the 
marketing season would remain in effect until the beginning of the 
next marketing season, 

Let us examine the application of this proposal—whether or not it 
is fair to farmers—most of the investment made by a farmer in his 
crop is already reflected in the parity calculation by the time the 
marketing season starts. If prices paid by the farmer for production 
supplies used to grow the crop went up during the growing period, 
those increases would be reflected in the parity used in computing the 
legal minimum ceiling. Furthermore, most of a crop is sold soon 
after it is harvested. Thus, if ceilings were increased later in the 
marketing season, persons other than farmers would get most of the 
benefit. If parity increased by the time another marketing season 
rolled around, the ceiling would of course be adjusted upward for the 
new crop. 

The proposed change would simply apply to the price control pro- 
gram the same principle of administration which has been found 
essential in the price support program—the principle that the price 
‘standard must be stable long enough to permit farmers and business 
firms to make plans and carry on their operations. It makes for 
simple administration and we have found it very workable in price 
support programs. 

This change would not in any way affect the other parts of the legal 
minimum provision. Parity would still be the minimum below which 
no ceiling on any agricultural product could be established. It would 
not keep any commodity which is below parity from rising to parity. 
‘That principle would not be changed. The parity formula would not 
be changed. Parity would still be computed as it is today. The 
amendment would simply hold the legal minimum, for purposes of 
the Defense Production Act, stable for each agricultural product for 
a marketing season so that firm ceilings could be established and made 
known to the people concerned for a full season. For most field crops 
the marketing season would run for a full year, starting at the time 
of harvest, while for commodities produced continuously, such as 
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livestock products, we would probably divide the year into two mar- 
keting seasons. 

Much of the criticism of the parity standard for price control has 
been based on the fact that parity is a continuous, month-by-month 
moving level. Even well-intentioned people have misinterpreted this 
to mean that the parity standard amounts to “built-in inflation.” 
They are mistaken, of course, and should realize that parity can go 
down as well as up, that it follows rather than precedes changes in 
prices that farmers have to pay. But, be that as it may, this amend- 
ment will do much to eliminate the arguments and enable people to 
better understand and support the price-control provisions. 

The other side of the coin is the comparable disadvantage in reject- 
ing this proposed change. People who have been fighting the parity 
principle would renew their contention that farmers and their leaders 
are seeking special privilege or working against an effective stabiliza- 
tion program. ‘This would be most unfortunate. Lately, attacks on 
the entire parity principle seem to have subsided. I think we have 
made some headway in our effort to show how fair the principle is. 

We have shown that there has to be some kind of a standard below 
which ceilings cannot be imposed and that for farm products parity is 
the fairest available. Business and labor are protected by similar 
standards. We have shown that farmers are less well paid for their 
labor, their investment and their management than are any other 
comparable groups. Farm income is just now regaining the ground it 
lost in three recent years while nonfarm income was staying high or 
gaining. We have shown that food is a better bargain in relation to 
wages and business profits than in prewar years. 

We have shown that if farm products which are now below parity 
were to increase to parity this change would have very little effect on 
the cost of living. We have also shown that any upward movements 
in parity reflect failure to hold down the prices of goods and services 
that farmers have to buy. 

Farmers have as much at stake in the fight against inflation as 
anybody in this country. I do not believe they want any class 
exemption from the stabilization effort. On the contrary, I believe 
they want to contribute their full part in the stabilization program as 
well as in all other phases of our national mobilization. They are 
subject to being gouged even more injuriously than are most people. 

They need a stabilization program that really works. All they ask 
is that comparable actions will be taken in other fields of the economy. 

In recommending this amendment to you, I point out that it is not 
an isolated measure but part of a strong effort to tighten up all our 
defenses against inflation throughout the whole economy. 

In the same section of the bill to which I was just now referring, 
there is a proposed change in the special pricing standard for milk. 

The purpose of both the original language and the amendment is 
to provide similar treatment in case of price ceilings for all fluid milk 
whether sold in a federally regulated market or in a nonfederally 
regulated market. 

he amendment would substitute a relatively simple and workable 
formula for one which we believe to be very difficult if not impossible 
to put into effect. 

he provision now in the act apparently contemplates the imposition 
of ceilings by individual marketing areas, with the legal mimimum 
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prices based upon parity prices for fluid milk in each such area and 
the average prices received for fluid milk in each such area. 

It is extremely complicated and time consuming, if not impossible, 
to compute parity for fluid milk, average farm prices received during 
the base period, and current farm prices for each such marketing 
area in the United States. The Department does not have, nor does 
it know of readily available sources of adequate data to make such 
computations. 

Furthermore, the base period standard for nonfederally regulated 
areas requires that ceiling prices for fluid milk in such areas must not 
be less than— 
prices which in such marketing areas will bear the same ratio to the average farm 
price of milk sold wholesale in the United States as the prices for such fluid milk 
in such marketing areas bore to such average farm prices during the base period, 
This provision ignores the difference in standards applicable to fluid 
milk sold in federally regulated and nonfederally regulated areas. 
The result probably would be maladjustments of supplies in the 
industry and provide an inflationary trend. 

To summarize, we do not have and do not believe we can get reliable 
data that would be required by the formula in the law; the provision 
is therefore probably impossible to administer; and if it could be put 
into effect the resulting prices probably would not be consistent with 
the stabilization objectives of the act. 

Under the amendment, legal. minimum prices for fluid milk in any 
nonfederally regulated milk area would be determined in the same 
manner as the legal minimum prices for any other agricultural com- 
modity. In addition, the proposed amendment requires that when- 
ever the Secretary of Agriculture determines that the prescribed 
minimum ceiling prices for such milk are not reasonable in view of 
the price of feeds and other economic factors, the Secretary shall 
determine such price as he finds will reflect such factors, insure a 
sufficient quantity of pure and wholesome milk, and be in the public 
interest; and no ceiling price shall be below the price so determined. 

The proposed amendment would extend to milk producers in non- 
federally regulated areas substantially the same benefits and protec- 
tion as are accorded under the act to producers within federally 
regulated areas. 


CONTROL OF COMMODITY SPECULATION 


Now let us consider the amendment which would authorize control 
of margins for spéculation on commodity futures markets. This is 
found on page 35, starting with line 21 in the bill. 

The President said of this proposal: 

Whenever the speculative fever hits these markets, we should be able to dampen 
it promptly with reasonable requirements for minimum margins. This is the 
same kind of authority which the Federal Reserve Board now exercises in respect 
to the stock markets. 

It is interesting to note that we have controls on margins for trans- 
actions on the stock exchanges, which amounted to $17 billion last 
fiscal year, and have no margin control on futures trading in com- 
modities, which amounted to more than $32 billion in the same fiscal 
year (counting only those commodities covered by the Commodity 
Exchange Act). 
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The proposed regulations would not apply to hedging transactions 
but only to speculative transactions in commodity futures. 

Low margins make speculation in commodities attractive. Specu- 
lators sometimes come into the markets in a mass movement, buy on 
margin, and run prices up to unrealistic levels. This is a constant 
inflationary threat. At present the Government is in the position of 
telling people they must make a down payment of one-third to buy 
a car while at the same time they can buy a carload of butter with a 
deposit of less than 6 percent (whatever the exchange itself requires). 
As of April 30, you could buy a 5,000-bushel wheat futures contract 
by putting up $1,250 margin, just 25 cents a bushel. With $1,000 
you could pick up a contract for 14,400 dozen eggs—that is about 7 
cents a dozen. 

I do not necessarily imply by making these particular comparisons 
that these or other margins should always be higher, and I am not 
expressing an opinion as to whether they are too low right at this time. 

I do want to point out that we should be able to raise margin require-— 
ments when speculation in a particular commodity or group of com- 
modities is causing erratic daily price fluctuations, creating unstable 
conditions and building up inflationary pressures. 

Even temporary price increases on the commodity exchanges hurt 
consumers because they are quickly reflected in consumer prices. 
Subsequent drops in futures prices are usually reflected more slowly 
in consumer prices. 

The Senate Committee on Agriculture and Forestry, after investi- 
gating price spreads in coffee last summer, recommended that coffee 
trading should be made subject to the Commodity Exchange Act and 
urged measures both by the exchange and the Congress to curb ex- 
cessive speculation, which the Committee considered to be a cause of 
high coffee prices to consumers. Under this amendment, control over 
margins in coffee trading would be authorized. 

It is sometimes argued that price ceilings make margin controls 
unnecessary because futures trading dries up when ceilings are in effect. 
However, since ceilings were established on seven commodities cov- 
ered by the Commodity Exchange Act, trading in all but one has been 
going on at high rates, ranging from about the same rate as in the 
comparable period last year to a rate substantially greater. The 
single exception is soybeans, in which trading was greatly inflated in 
the comparable period last year. 

Currently, there is a great deal of activity in the commodity futures 
markets. In the first 3 months of this year, grain trading was up a 
third over the same period last year. ‘Trading in eggs was up well 
over 100 percent. Cotton trading was suspended nearly half of the 
quarter-year because of unsettled questions regarding price regulation, 
but the trading volume in all markets totaled 13.1 million bales com- 
pared with 15.2 million bales in the full first quarter of 1950. 

We have needed margin controls for speculative transactions in the 
commodity futures markets for a long time. We need them particu- 
larly now while inflation is one of our most dangerous enemies. 

We have restraints on bank credit, installment credit, and stock 
market transactions. I have yet to hear any plausible reason for 
exempting the commodity futures market. 
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DIFFERENTIAL SUBSIDIES 





The final amendment on my list is the one referred to by President 
Truman as the third point in his summary of the message of April 26. q 
He summarized it as an amendmert that would: ‘ 

Permit the use of differential subsidies to obtain essential production from 
high-cost sources of supply without increasing price ceilings. 


The proposal is found in this language, which is a part of section 103 
of this bill: 


(c) If the President finds— 

(1) That under generally fair and equitable ceiling prices for any material, 
there will result a decrease in supplies from high-cost sources of such material, and 
ny — et of such supplies is necessary to carry out the objectives of 3 

ne Act; 

(2) that under ceilings on products resulting from the processing of agricultural 
commodities, including livestock, which allow a generally fair and equitable 
margin for such processing, certain high-cost processors will be unable to maintain 

+ production, and that continued supplies from such processors are necessary to 
carry out the objectives of the Act; or 

(3) that an increase in cost of production, distribution, or transportation is 
temporary in character and threatens to impair maximum production or supply 
in any area at stable prices of any materials, he may make provision for subsidy 
payments on any domestically produced material— 
and so on through the statement of conditions and aims, 

Although this is only a stand-by power, I regard it as an important 
provision. 

That portion listed as (3) conceivably might prevent liquidation of 
livestock in an area plagued by a temporary shortage of feed. 

The Defense Production Act provides that. ceilings must allow fair 
margins for processors. We recognize that margins vary considerably 
among different groups of processors and thus at times it might be far 
cheaper for the country to make limited use of subsidies than to raise 
ceilings in order to provide fair margins for a few precessors caught in 
a squeeze. A possible example is that of nonprocessing cattle slaugh- 
terers. The small operators who do no processing beyond slaughtering 
and selling fresh beef have more difficulty living under uniform ceilings 
than those who have additional sources of profit as a result of proces- 
sing operations. A program of this type was in effect in World War @ 
II on beef and, we understand, was applied to some 700 firms. 

Authority for such incidental subsidies should be provided on an 
as-needed basis. a 

I also believe that it ismecessary to change the procurement author- © 
ity of section 303 in order to remove the prohibition on importing 
agricultural commodities for purposes other than stockpiling or © 
industrial uses. a 

This would allow the importation of these commodities at a loss 
when the price in the world market is so high that resale at the world 
price would add to the inflationary pressures in this country. This, 
too, would be for use on a stand-by basis. 





CONCLUSION 


In conclusion, let me emphasize my belief that our Nation—indeed, 
civilization itself—is still in peril because of the aggressive designs of 
international communism. far we have averted a third world war 
and have thwarted communism in many of its attempted advances. 
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We have dene much that is right; we must not now leave undone 
those things which we know ought to be done. We can obtain an 
adequate measure of security against possible full-scale aggression 
only by completing our mobilization and controlling inflation quickly. 

We can be stopped by our own negligence in dealing with the prob- 
lems of defense production and economic stabilization. At this 
moment, our answer depends upon the extension and strengthening 
of the Defense Production Act. 

The CHatrMAN. What has been the increase in agricultural pro- 
duction the last few years? Has there been a material increase? 

Secretary Brannan. Yes, Mr. Chairman, I would say as between 
1935-39, or pre-World War II to the present time, we have increased 
agricultural production in this country by almost 40 percent. We 
have done it with new and improved varieties of crops, with very 
efficient and useful machinery, with insecticides, with fertilizers and 
with intelligent uses of our soil and our soil resources. 

The Cuarrman. Do you look with assurance on an increase in the 
whole United States? 

Secretary BRANNAN. That is certainly correct. I think we all 
should and have probably thanked God that during World War II 
He treated this country so well in terms of rainfall and its distribution. 
We have had almost ten very fat years of production in this country. 
I certainly am not here to predict that we are going to have any re- 
verse of that, or drought, but there are indications that it could 
happen. 

We have had considerable drought this past year and as a result our 
April crop report showed a decrease of 173 million bushels from the 
last December preliminary estimate. And the May crop report an- 
nounced just last Thursday indicated a further decrease of about 44 
million bushels. 

That doesn’t mean we have lost use of that land, because we think 
most of the farmers will put it into sorghum and perhaps we can get 
a sorghum crop which requires less moisture out of that land. But 
nevertheless, we are having trouble with green bug in the wheat crop, 
we are having a new variety of rust, known as 15-B, which is attacking 
the old wheat varieties and causing us some concern in many parts of 
the country, so we are not certainly justified in assuming our rates 
of production can be automatically maintained. 

I certainly hope that they can and I assure you, as far as I am 
able to see, the American farmer is doing all possible to maintain them 
but he still has to have moisture and some good growing weather. 

The CuarrMaN. Is it probable that there will be any basic food in 
short supply? 

Secretary BRANNAN. I don’t think at this stage of the game we can 
predict that there will be. 1 would just like to point out that in the 
case of corn, we are consuming a substantial portion of our carry-over 
stocks because of our increased number of livestock animals in this 
country and, therefore, if we do not get the big crop of corn that we are 
hoping for, we could have some difficulties or need some readjust- 
ments in our livestock economy. 

The Cuairman. If they have reached the goals that you anticipate 
in the production of food, there won’t be any necessity for rationing, 
will there? 
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Secretary Brannan. No, Mr. Chairman, I would say there probably 
would not be. Supply, of course, is one factor in the inflationary pres- 
sures; but, as you know, demand is still another. 

Mr. Wotcorr. Mr. Brannan, the first paragraph on your last page, 
with respect to removing the prohibition on importing of agricultural 
commodities, does that contemplate that the Government will buy 
these commodities, stockpile them and then even off the market and 
resell them on the market? 

Secretary BRANNAN. Yes, sir, that would be possible. That is what 
we did in World War II in the case of several commodities, one of 
which was coffee. 

We imported corn and resold it. We imported cocoa beans; we 
imported some sugar. We imported, as a matter of fact, a considerable 
amount of sugar and resold it at a lower price in the domestic market. 

Mr. Wotcorr. My question was, would removing that prohibition, 
as you suggested, make it possible for the Government to buy an 
off shore crop of any commodity for resale? 

Secretary Brannan. I suppose theoretically it would. As a 
matter of fact, we did buy the entire world sugar supply, although 
all of it did not come into the United States by a long ways. We 
bought it for our protection. As a matter of fact, in the case of 
sugar, we bought it without this authority. We lost no money. As 
a matter of fact, we didn’t even exchange dollars in the process of 
handling the sugar purchase, which we recently undertook following 
Korea, but during World War II there was a loss to the Government 
on sugar. 

Mr. Wotcorr. Which would constitute a subsidy on those particu- 
lar commodities. The difference between what we paid for them and 
what we sold them for would be a subsidy? 

Secretary Brannan. I guess that is a proper definition or use of the 
term. 

Mr. Wo tcorr. On the preceding page you refer to meat subsidies. 
Meat subsidies during World War II, as I recall it, were thought 
necessary because of the failure to produce sufficient quantities to 
meet our demand, which caused a shortage which we tried to ration 
and because of the shortage and the increase in the demand, imple- 
mented. by high income, we found ourselves in that squeeze and so we 
had to appropriate a pretty large amount of money for the new subsidy. 

Did you confirm the fact that in 1 year it was about $483 million, 
as I recall? 

Secretary BranNnAN. I cannot confirm the fact by years, but the 
meat subsidy to hold down the cost of living during World War II 
cost $1,548,000,000. That was the cost to compensate for a roll-back 
in the prices of meat. 

Mr. Wotcorrt. I remember in 1 year it was 483 million. 

Secretary Brannan. That could be right. It cost $1,548,000,000, 
the total application of it. 

Mr. Wotcorr. That saved the American taxpayers, in the form of 
costs of food, anywhere from $6 to $8 billions, depending on how you 
want to calculate it. 

I didn’t bring that up as a subject of controversy, as to whether we 
saved the taxpayers any money by paying subsidies, other than to 
let the prices go sufficient to encourage meat production, give us plenty 
of meat. 
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The only difference would be that perhaps the consumers of meat 
roduction would have paid a bit more and the people generally would 
have paid taxes somewhat less. That is our problem here now, to find 
the golden mean of prices that would encourage produetion and make 
unnecessary the subsidies and, also, for the amount of money which 
the people pay, 2 or 3 cents more perhaps for the commodity, to get 
production, 

It is not reflected in the national debt, because it is monetized as a 
direct influence on the value of our money which, of course, is our 
biggest inflationary problem. Deficit financing is our biggest head- 
me . Subsidies paid by the Federal Government, of course, add to 
the amount of deficit financing which, by depreciating the value of the 
dollar, increases the pressure on prices, so there is a pretty big question 
involved there that can’t be just shrugged off by saying that people 
paid less for their meat than they ad have otherwise, because you 
not only have to take into consideration the amount which they had 
to pay in taxes to pay the subsidies, but you also have to take into 
consideration the amount of inflation and thereby adding to the 
national debt. 

Did we have any statutory controls over commodity exchanges 
during the Second World War? 

Secretary BRANNAN. None other than the Commodity Exchange 
Act, which is now applicable. 

Mr. Woucorr. Yes. We didn’t, by statute, provide 

Secretary BRaNNAN. Excuse me. I just wanted to be sure that 
that was correct. 

That answer was correct, sir. 

Mr. Woucorr. We didn’t, by statute, authorize any agency of the 
Government to regulate the marginal requirements of the commodity 
exchange? 8 

Secretary Brannan. No, sir, not specifically. However, under its 
general authority under the Emergency Price Control Act of 1942, as 
amended, OPA, on April 3, 1946, did issue a regulation fixing mini- 
mum margins on speculative transactions in cotton futures. 

Mr. Wo.corr. It seems to me there was a voluntary agreement. 

Secretary BRANNAN. There may have been. 

Mr. Woxcorr. Would you contemplate the use of that power if 
we gave it to you now? 

Secretary BrRaNNAN. As I said in my statement, there are no im- 
mediate circumstances or conditions applicable to the commodities 
about which we have knowledge and information. That is, those 
commodities which are now within the scope of the Commodity 
Exchange Act. Whether or not there are circumstances and con- 
ditions in which there is excessive inflationary activity or speculative 
activity in the other commodities, of course, we don’t know because 
it is not within the scope of our knowledge at this time. 

Mr. Wotcorr. What would be the purpose of it? Would it be 
the purpose of these margins to reduce the demand for food? 

Secretary Brannan. Of course not. It would be to eliminate the 
speculative activity and may I point out again 

Mr. Wotcorr. With respect to the volume and velocity of credit. 

Secretary BRANNAN. Speculative activity in trading on the com- 
modity exchange. 
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Mr. Wotcorr. With respect to how speculative activity on the 
commodity exchange would affect the price of the dollar, how is that 
affected? 

Secretary Brannan. If a large number of speculators, say, move 
out of the stock market and come into the commodity futures market 
and begin to bid up the price of wheat, corn, or any other commodity, 
the price of that commodity goes up and it is reflected in the consumer 
cost of that commodity. Tater on, when it goes down, the reflection 
is very much slower. 

Mr. Wotcort. What I was trying to get at here was your compari- 
son between regulating credit that emantes from dealing on the com- 
modity exchanges and credit—I was trying to find an affiliation 
between the two. 

You used automobiles in your paper. I was trying to get a contrast 
or comparison which justified that statement on page 12 of your 
statement. 

Secretary BRANNAN. I realize that only a very limited number of 
people can speculate by buying automobiles and holding them for 
some future rise in the market. I think perhaps that could possibly 
be going on in a limited way, but, nevertheless, the purchase of an 
automobile on a very limited marginal basis might encourage the 
same kind of speculation on automobiles as is open to people who want 
to speculate on the commodity exchanges when the margins are very 
narrow. 

There is a clear analogy between the two. 

Mr. Wo tcort. Isn’t the primary reason why they put these credit 
controls on the sale of automobiles and household furnishings and 
equipment, isn’t the primary reason for that to reduce demand for 
those goods by making it more difficult to get? 

Secretary BRANNAN. I suppose that that is right. 

Mr. Wotcorr. My question is whether you have the same thing in 
mind with respect to the regulation of commodity exchanges. 

Secretary BRANNAN. Raising the margins would keep a number of 
speculators out of the market. It would not affect the legitimate 
hedgers, but it would keep some speculators out. 

Mr. Wotcorr. That is the thing that bothered me more than 
anything else during the Second World War, how we were going to 
distinguish between honest, legitimate hedging and speculation. 
How are we going to find out? 

Secretary Brannan. Mr. Wolcott, I can say to you as an ultimate 
conclusion that there is no difficulty whatsoever about it. As to the 
specific techniques of how you tell one from the other, I have Mr. 
Mehl, the Administrator of the Commodity Exchange Authority here, 
and he can go into detail and tell you precisely how it can be done 
and how anybody can do it. Mr. Mehl is seated right here. 

Mr. Wotcort. Was he there at that time at the joint meeting? 

Secretary Brannan. I think he was. 

Mr. Wotcorr. Have you found out how to distinguish hedgers and 
speculators? 

Mr. Ment. I think we always have been able to do so by the exami- 
nation of the operations of any particular trader. I recognize, sir, 
that there is a distinction between margin control as used by the 
Federal Reserve Board, which originally was for the purpose of curtail- 
ing the use of credit, but I wish to point out, also, that this same 
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power has been used to curtail and dampen speculation in stocks and 
securities. 

In the case of commodities, I would say that the power would be 
used exclusively to dampen speculation when it becomes the dominant 
factor in price. 

As the Secretary, I believe, indicated, there is no intention to 
eliminate speculation, as such. The purpose is to deal with unusual 
speculative situations. 

Mr. Wotcorr. I wish you would explain for the committee the 
part which trading on the commodity exchanges has in the movement 
of agricultural goods to market. 

Secretary BRANNAN. I would like Mr. Mehl to explain that. He 
works with it day in and day out. 

Mr. Ment. Of course, the futures market, and I will include the 
speculator, does perform an economic function in the movement of 
crops, because it makes possible what is known as hedging, whereby 
the merchants, or the dealers, who acquire stocks and are subject to a 
loss through changing prices are able, by taking an off-setting position 
in the futures market, to obtain protection. I wouldn’t call it insur- 
ance, but it comes as near to price insurance as you can get. 

Mr. Wo tcort. It removes the hazards somewhat? 

Mr. Ment. To some extent, yes, sir; but that is not the kind of 
speculation that anyone has in mind to eliminate or curtail by the use 
of margin control. 

In the first place, of course, this would not apply to hedging trans- 
actions and I am sure that the power would only be used on rather 
rare occasions, occasions when the public, the so-called uninformed 
public, gets excited over price increases and rushes into the market, 
buys on small margins and adds to the inflationary trend. 

ft weukin’t say that in the long run speculation forces prices up, 
because eventually, to the extent that they are forced artificially 
higher, they are going to react and be adjusted in accordance wit 
forces of supply and demand eventually. But temporarily, and some- 
times for a considerable period of time, such speculation does have a 
tremendous effect on prices. 

Mr. Wo .corr. I suppose you determine whether a person is hedg- 
ing or speculating by the volume of his purchases or sales as against 
his average, normal purchases and sales. 

Mr. Meat. Under the Commodity Exchange Act, sir, we get re- 
ports from the so-called larger traders, giving their position in various 
futures every day. And weekly they report to us their stocks, their 
forward commitments and their positions in spot commodities, so 
that from these reports we are able to judge whether they have a 
prima facie case of hedging and if there is any reason to doubt it, we 
take a look at their books. 

Mr. Wo corr. Did you have the power under these requirements 
to determine how much a person should hedge? 

Mr. Ment. No, sir. 

Mr. Wo tcort. That is what I am trying to get at. Where is the 
line of demarcation between the operation on the commodity exchange 
and hedging and speculation? I have asked the question for this 
reason: Today a dealer broker, a legitimate broker, who is hedging, 
goes in and buys up to a point where he thinks that it is necessary 
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to remove some of the risk and it might give him security, but he buys, 
just to be sure, 100 carloads more than you think he should buy. 

Now, isn’t it possible for him to gamble just a little bit on that 
100 cars, which you might consider above the necessary number of 
a hedging operation? 

Mr. Ment. We would consider as speculative the amount of 
futures he is short or long, over and above the amount of futures 
ere to offset his net position, long or short, in the actual com- 
modity. 

Mr. Woxcorr. Who would be the judge as to whether he had hedged 
a — more than enough? Who sath tp be the judge as to how much 
is hedging? 

Mr + ae Hedging is defined in the Commodity Exchange Act. 
He would only be required to put up additional margins on his spec- 
ulative position. If margins were raised during one of these periods 
when the market is going wild, he would only be subject to the higher 
margin rate on that portion of his trades which are speculative. 

, Mr. Wo.corr. Would you determine it in the application of the 
aw? 

Mr. Menu. Yes; we would determine it initially. 

Secretary Brannan. And he would supply the information initially. 
He would determine it in the first instance. He determines it now in 
his reports. 

Mr. Woucorr. The point is that you never had this authority. 

Mr. Parman. You mean the trader? 

Secretary Brannan. Yes, the trader determines it in the first 
instance. 

Mr. Wotcorr. You never had the authority before by legislation 
to control margin requirements on the commodity exchange? 

Secretary Brannan. That is right. 

Mr. Wo.cort. In respect to your milk-pricing division, did you 
ever have the authority before which you are asking for? 

Secretary Brannan. We are not specifically asking for any particu- 
lar authority here. 

Mr. Wotcorr. It is broad enough authority so that you can apply 
any standards which you set up? I don’t think this committee is 
going to give you any authority without setting up some standards. 
It would be unconditional if we did. 

Secretary Brannan. Weare not asking for authorities in the amend- 
ments which are before the committee now. What we are asking for 
is a clarification of the language which is now in the Defense Produc- 
tion Act. We are asking that the formula which is now in the law 
be simplified to the extent that the application of the rules generally 
prevailing in a Federal regulated area can be applied in the non- 
federally regulated areas. We are saying further that the applica- 
tion of the Jaw, as it now stands, is impossible or so impracticable as 
to be of no use, that we can’t even get basic data to undertake the 
kind of an application of the law which is now on the statute books. 

Mr. Wotcotr. Wherein does the proposed amendment differ from 
the authority which we had in World War II? 

Secretary BRANNAN. That will require a careful reading of the 
statute and a comparison, almost word by word, and I would like to 
ask Mr. Richards of the Department’s Dairy Branch to do that. 
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Mr. Wotcorr. I don’t want to make it too complicated, because we 
won’t be able to understand it ourselves if we do, but we will put it 
his way: 

In 2 manner does this proposed amendment differ from your 
price controls as practiced by the dairies during the Second World 
War? Does that simplify it? 

Mr. Ricuarps. In the federally regulated markets, the same 
provision was in OPS as in the price-control acts for World War II. 
There was none in World War II for nonfederally regulated markets. 

Mr. Wotcorr. That answers my question. You want this to apply 
in areas not federally regulated? 

Mr. Ricuarps. This amendment is to put in for nonfederally con- 
trolled markets, the same provision that is in the Marketing Agree- 
ment Act of 1937 for federally regulated markets. 

Mr. Wo.tcorr. You did have that in the control act during World 
War II? 

Mr. Ricuarps. Yes, sir. 

Mr. Wotcorr. With respect to the amendments to the parity 
provision, how do these amendments to parity, as it affects ceiling 
prices, differ from that in effect during the Second World War? In 
other words, do they set the parity at the beginning of the season or 
periodically? 

Secretary BRANNAN. Mr. Wolcott and Mr. Chairman, may I go 
back and add one sertence or two with respect to the fluid milk 
language? I hope the committee understands that the language 
which is now in the bill was not proposed by the administration, but 
was proposed by others; that therefore, we are just attempting to 
clarify the language which was put into the bill by others and, there- 
fore, neither in the first act nor in this amendment are we seeking 
anything but clarification. 

Mr. Wotcorr. Which you intended to get in the original act, but 
which was in addition to what you did have under the price control 
act in World War II. 

Secretary BRANNAN. It is in addition to it. With respect to the 
analogy now in the act or proposed amendment and that which 
prevailed in World War II, I am sorry I just can’t tell you what did 
prevail in World War IT. 

Mr. Wotcorr. My memory is that no ceiling should be placed on 
any agricultural commodity which did not reflect to the producer 110 
percent of parity and then reduced that to parity. 

Secretary BRANNAN. That is right. 

Mr. Wotcort. So the parity formula was applied periodically? 

Secretary BRANNAN. Correct. 

Mr. Wo xcort. It is a departure from that in that you determine 
your parity at the beginning of the season? 

MrrWetts. Yes. All during World War II parity was determined 
month by month and the ceiling had to change if parity reached or 
went above the ceiling level. 

Mr. Wotcorr. This amendment modifies that, so your parity would 
be determined at the beginning of the year. 

Mr. Wetts. Parity would be determined every month, but a price 
ceiling determination would be based only on parity as of the beginning 
of the market season. 
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Mr. Wotcorrt. Parity would be determined as now, but for the 
purpose of establishing prices, parity is determined at the beginning 
of the season with control for pricing purposes? 

Secretary BRANNAN. Correct. 

Mr. Wotcotr. But during the Second World War, the parity, the 
month-to-month control of prices enabled, authorized fluctuations in 
the prices as there were fluctuations in parity? 

Secretary Brannan. Correct. 

Mr. Wotcorr. Am I substantially correct in that? 

Mr. We ts. Correct. 

Secretary Brannan. May I point out in World War II it was 
necessary, therefore, to anticipate any rises in parity and for the OPA 
to set their ceilings at a figure well above what they thought a month- 
to-month advance might reach during the marketing season. 

Mr. Wotcorr. That might have been what Secretary Wickard had 
in mind when he came before this committee and suggested something 
which we got the very devil for later on. It wasn’t our language, it 
wasn’t what we suggested at all, but what the administration sug- 
gested. They suggested that the formula provide that no price 
should be set which would reflect to the producers less than 110 percent 
of parity, because I remember so well Secretary Wickard telling us that 
if we wanted to get parity for the farmers, we would have to allow the 
prices to fluctuate between 90 percent of parity and 110 percent of 
parity; that if we had no area in which the prices could fluctuate, we 
would have no assurance that the farmers would get parity. 

We took him at his word and wrote 110 in there and then we were 
the bad boys. So then we wrote it back to parity, and everybody was 
satisfied by that but the farmers, after that. 

Mr. Woxcorr. Thank you. 

Mr. Brown. Mr. Secretary, would you please define parity? 

Secretary Brannan. Congressman Brown, I think that has been 
attempted by many experts. I am not an expert, but I will attempt 
it. 1t OA tormils for attempting to reflect to the producers of 
agricultural commodities a fair price, based upon a relationship 
between the costs of the things that farmers use to produce a crop 
and for farm family living and the prices for which they can sell in 
the market place, that relationship being based on some previous 
period when there was an equitable relationship between the costs or 
prices paid by farmers and prices of their crops and livestock in the 
market place. 

Mr. Brown. Parity moves up or down according to what the 
farmer has to purchase, the prices he has to pay for what he uses, and 
for services, is that right? 

Secretary Brannan. That is right, sir. 

Mr. Brown. Why should anyone want to change the parity 
concept anyway? 

Secretary Brannan. Nobody wants to change the parity concept 
in any way, shape, or form. We are not suggesting any change in 
the formula. We are not suggesting any basic change in the applica- 
tion of the formula. We are simply saying that its application for 
the use of fixing a minimum below which the Administrator of OPS 
can set a ceiling shall be fixed as of the beginning of the marketing 
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There is latitude of that character in the law as it now stands with 
respect to fixing the price support or the floor at which the Govern- 
ment steps in and buys the commodity. We fix one price, one support 

rice which, in the case of cotton, let’s say is 90 percent of parity. 

e estimate that as early as we can in the year, subject to revision, 
of course, in advance of the marketing season, as a matter of fact, 
at the time the crop is planted in many cases. That is the price for 
support purposes of that commodity, that is the parity price, if you 
please, for support purposes for that commodity until a new crop 
comes on the market the following year. 

We are simply taking that same principle for the purposes of 
administration and applying it to this process of fixing a ceiling for 
the use of the Office of Price Administration. They are confronted 
with the problem that as a commodity approaches 100 percent of 
parity, and they feel it is in the public interest to then fix a ceiling, to 
prevent it from advancing further, finding themselves in the position 
of naming a figure and then within 30 days finding us giving a higher 
parity, which transposed into dollars and cents, gives a higher ceiling 
unless they set the first ceiling sufficiently high to anticipate any 
subsequent rises in parity. 

Mr. Brown. There is a ceiling oa only one-tenth of what the 
farmer has to buy. On nine-tenths there is no ceiling. There you 
have 11 months and for that period-of time the farmer is not getting 
justice. 

' Secretary Brannan. Let me point out, if you fix the parity as of 
the beginning of the marketing season, you have reflected the increases 
of costs of production of that crop to that farmer, because he has 
paid those costs in terms of labor, in terms of seed, in terms of fertilizer, 
in terms of rent, if that is it, in terms of all the other costs that go 
into the commodity before the parity is fixed for the commodity at 
the beginning of the marketing season and, therefore, when he sells 
his crop in the market place it does reflect in this ceiling figure, it 
does reflect at least the most of his cost for the production of that 
specific crop. 

Mr. Brown. What time of the year would you fix parity? 

Secretary Brannan. Mr. Brown, that depends on the marketing 
season of the crop. It would be fixed individually for each crop or 
livestock product. Therefore, it would vary with the crop and as 
I pointed out in my statement in the case of dairy products and some 
meat products, it would be fixed twice a year. The readjustment 
would happen twice a year because there are at least two well-defined 
seasons, marketing seasons for dairy commodities. 

Mr. Brown. I want to ask you a question on a point Mr. Wolcott 
brought out. I suppose you realize that a grower of grains and of 
cotton depends on exchanges for a market? 

Secretary Brannan. That is right, sir. 

Mr. Brown. Now say for the sake of argument I am a manufac- 
turer, I manufacture cotton. What do 1 do? Suppose I buy a 
thousand bales of cotton. I am a safe businessman. I want to 
hedge. That is the type of fellow who stays in business and makes 
money in the long run. 

Secretary BRANNAN. That is right, sir. 
Mr. Brown. What will I do to hedge? 
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Secretary Brannan. Just the same as you do today and the pro- 
posal that is in this bill will not affect you in any way, shape, or form 
because you are a legitimate hedger and not a speculator. 

Mr. Brown. If I am a legitimate hedger, I am also a speculator. 

Secretary BRANNAN. Well, all right, but you are not a speculator 
for the purposes of this act. You could be a speculator, but you are 
not for the purposes of this act, because if you are equalizing, are 
balancing off your 1,000-bale purchase of cotton against a sale of 
futures, then you are a legitimate hedger and speculation and hedging 
are pretty well defined terms in the commodity exchanges. 

Mr. Brown. Who will make that decision, whether or not I am a 
speculator or a legitimate hedger? : 

Secretary BRaNNAN. There are well-defined rules on most of the 
commodity exchanges today, prescribing margins applicable to hedgers 
which differ from those applicable to speculators. The Commodity 
Exchange Act, today, defines hedging, and each day major traders 
in the market place classify their operations as hedgmg or speculative 
in reports that they submit to the Commodity Exchange Authority. 
People who carry transactions in, let’s say, wheat of over 200,000 
bushels in any future automatically report that transaction and 
classify it, themselves. Therefore, there is no problem about it at all. 

Mr. Brown. You state, yourself, that you do not see any need at 
this particular time of increasing the margins they have to put up. 

Secretary Brannan. No. I do say that, Mr. Brown, but may 
I point out to you that nobody sees right now where we are going to 
use the tanks and the guns that we are producing and we will have 
rolling off the lines in December of this year and, therefore, in Decem- 
ber of this year when many durable goods disappear from the market 
place and there is a lot more money running around looking for a 
place to be spent than perhaps even there is now, you may get into 
some serious speculative activities in this country of many kinds, 
oo Wilson has said it and many other people have said it the last 
few days. 

Mr. Brown. Of course, you realize that the small operator does not 
have enough money to go on the market if the margin is too high; the 
wealthy man can. There is quite a distinction. I want to see the 
little man have just the same advantage as the big man. 

I am against gamblers who play the market for the sake of gambling 
and I think we are together on that. Here is what I am afraid we 
are going to encounter: a lot of these hedging operators are afraid 
they will violate the law and you are not going to get the production 
that we ought to have, and as has been stated here time after time, 
the main weapon against inflation is full production. 

Many of these fellows will say, “well, 1 haven’t enough money to 
protect myself, the margin is too high. I will let the other fellow who 
has plenty of money do that.” 

There are a lot of industries in the South not able to pay a large 
margin. I think we have been doing pretty well. 

What is the margin on cotton compared to what it was 6 months 
ago and on grain compared to what it was 6 months ago? I think the 
exchanges have raised the margin already, considerably. 

Secretary Brannan. I think right after Korea, there were some 
changes, but in some of those cases they have been taken off, too. If 
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you would like those figures specifically, I think Mr. Mehl can give 
them to you. 


Mr. Meat. Just recently, margins were reduced on the New York 
cotton exchange, not a great deal, but-——— 

Mr. Mutter. Can you give it to us chronologically? Beginning 
with Korea, what changes were made chronologically since then, up 
and down? 

Mr. Meat. I don’t have a complete record from that period on. I 
will say that, generally speaking, after Korea, and particularly at the 
time that this question of margin control was being discussed, they 
did advance their margin rates, that is true. 

(The information referred to follows:) 
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Mr. Mutter. When we were discussing it on the floor of Congress 
last year? 

Mr. Meat. I think it was being discussed on the floor of Congress; 

yes. 
. Mr. Mutter. I mean, that is the time they increased it? 

. Ment. Yes; that is right. 

*. Brown. Have margins been increased on grain and cotton 
since that time? 

Mr. Menu. They were increased at that time; yes sir. 

Mr. Brown. Did you say they have been reduced or increased 
since then, since we had the bill up in the House? 

Mr. Menu. I will say they were increased about that time. I 
won’t say that they have been lowered since that time. I would have 
to look that up. Margins on cotton were lowered somewhat, effective 
May 7. 

Mr. Brown. Let us ask one question at a time. There must have 
been some good reason why they were lower. 

Mr. Meat. I think they are lowered for two reasons. First, to 
bring more people into the market, to make it easier to speculate. We 
have no quarrel, you understand, with speculation—a normal amount. 
of speculation. Secondly, they were lowered because prices for the 
new crop futures are on lower levels. We recognize that some specula- 
tion is necessary in the futures markets to carry the hedging, but what 
we are particularly concerned about sir, is what you have character- 
ized as the gambling type of speculators. People who are not normally 
interested in taking risks but are attracted to a moving market as an 
opportunity to turn a quick dollar. This adds to the inflation. 

Mr. Brown. The Secretary is trying to get a production of 16 
million bales of cotton and I want to help him get it. Much higher 
margins may prevent this. 

Mr. Ment. The regulation of margins, I don’t think, will have any 
bearing on that, sir. The people who are called upon to merchandise 
that cotton will use the futures market as they have heretofore, and 
if cotton is under the ceilings, which it appears to be for new crop 
futures, speculators will continue to perform their function. They 
will buy when they think prices are likely to advance and may sell 
short if they believe prices are going lower. 

Mr. Brown. I am just as much against these fellows gambling on 
the market for the purpose of making money as you are, but I realize 
that we must have commodity exchanges where legitimate business 
can hedge in order to get full production. At this time, I don’t see 
any need for raising the margin. I think you should be very careful 
if you want full production. I am just afraid it will frighten the 
producer away. 

Mr. Tauue. If you will yield to me, Mr. Brown, on the question 
that you raised, you pointed out that the margins had been lowered 
and that the purpose of lowering them was to bring more people into 
the market. I am wondering whether new people coming into the 
market are small or big traders. 

Mr. Mutter. And there are people who are not traders at all. 

Mr. Brown. I am recognizing one at a time, Mr. Talle. 

Mr. Tatiz. Thank you, Mr. Brown. 

Now, can you offer an answer to that: If the margin requirements 
were lowered for the purpose of bringing more people into the market, 
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were the new people experienced traders or not experienced at all, and 
were they large or small traders? 

Mr. Ment. They would probably be of both classes, but the larger 
speculators, of course, are less concerned about the amount of margins, 
than the small traders. It is the small traders who are inveigled into 
ee because they don’t always realize the risk that they are 
taking. 

Many times, I know, they feel that when they put up the minimum 
margin, it is just like buying a ticket and that is the end of it. Some- 
times they wake up when the market goes against them and find that 
they have lost more than their margins. 

They may be proceeded against and if they are worth it, the broker 
will collect the full amount of the loss. Generally speaking—and I 
certainly don’t want to leave the impression that we want anything 
to do with establishing margins from day to day—I think that gen- 
erally speaking this can be left to the exchanges and the brokerage 
firms, themselves, but periodically the market catches fire and it is at 
such times that these small traders, those who are attracted to the 
market because they read about it in the papers, about the fortunes 
that can be made and so on, usually they come into the market too 
late, but when they do come in they do add to the inflationary force. 

I don’t believe that in the long run they contribute anything 
constructive to the futures market insofar as it provides hedging 
service. I think on the contrary that it gives the market an unstable 
character. 

Going back to the early summer and spring months of 1950, when 
the soybean market took fire—and I mean took fire—the volume of 
trading in soybeans for the last crop year was about 17 times the size 
of the crop. We made surveys at that time. We found on one 
occasion that 95 percent of the trading was speculative. 

Obviously, that is very, very far more than is required to absorb 
hedging, but we also found that actually people who ordinarily would 
be hedging processors found the market so unsatisfactory for hedging 
purposes that they discontinued hedging. They started to carry 
their own risks. I just cite that to show that while normally specula- 
tion and trading is a useful function, when it is dominated for con- 
siderable periods by wild speculation by people who really don’t know 
what it is all about, it adds nothing to the market—nothing to the 
futures market as a mechanism for moving the farmer’s crop. 

Mr. Brown. You have not answered the question, who makes the 
determination between speculation and straight-out gambling. 

Mr. Meat. It is a little more difficult 

Mr. Brown. What agency will make that? 

Secretary Brannan. Mr. Brown, the Commodity Exchange Au- 
thority would make it under the law as now proposed. 

Mr. Brown. All right. Aren’t the commodity exchanges author- 
ized to raise or lower the margins? 

Secretary Brannan. The exchanges themselves are, yes. 

Mr. Brown. It is up to that agency to determine this, then. This 
is a law passed by Congress and it is in this bill to be administered by 
the other people who administer this bill. The commodity exchanges 
are not in this bill. 

Secretary BRANNAN. Mr. Brown, I guess I didn’t make myself clear. 
The commodity exchanges across the country fix the margins now 
and have complete authority to lower it or raise it as they see fit. 
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For the purposes of the Commodity Exchange Act, the Adminis- 
trator of the Commodity Exchange Act requires reports from the 
traders in the market place or the representatives of traders in the 
market place, which calls for the determination or the identification 
of the transactions as legitimate hedgers or speculation. In those 
cases, the broker or the member of the commodity exchange likewise 
makes the’preliminary determination as to whether or not it is a hedge 
or whether it is a speculative operation. 

From 95 to 99 percent of the transactions would be very clear 
transactions, as either speculative or legitimate hedging and maybe 
once in ® while there would be a case come up in which, as Congress- 
man Wolcott pointed out, a man bought more than a legitimate hedge 
and then who would say whether it was speculation—he would first, 
and maybe the administrator would second. 

Mr. Brown. All right. But you haven’t answered my question. 
Who will determine the amount of margins to be increased or lowered? 

Secretary Brannan. Under the proposed amendment to the De- 
fense Production Act, the Secretary of Agriculture or the Administrator 
of the Commodity Exchange Act, Mr. Mehl, here, would be the 
person. 

Mr. Brown. I don’t see the use of changing the law. They have 
that authority now. 

Mr. Brannan. Mr. Brown, again, I have not made myself clear. 
For the purposes of this act, the Administrator would determine what 
margins were applicable in that commodity exchange. 

Mr. Brown. What administrator are you talking about? 

Secretary BRANNAN. The Administrator of the Commodity Ex- 
change Act, which is now an authorized agency of the Government 
and part of the Department of Agriculture. He would determine 
what the margins should be. Whether or not a specific transaction 
was speculative or not would be determined, as I was saying a while 
ago. He would be the final arbiter on that, I assume. 

Mr. Brown. And what would you have to do with it? 

Secretary BRANNAN. Presumably the Secretary of Agriculture 
must operate through assistants and bureau chiefs and so forth, and 
he delegates his functions. I might say that the Secretary 

Mr. Brown. You will finally make the determination of how much 
the margin should be increased, itself, under this act? 

Secretary BRANNAN. That is right. 

Mr. Brown. That is what I am trying to get at. 

Secretary BRANNAN. That is what I am saying. 

Mr. Taxes. Mr. Brannan, perhaps your assistant wants to answer 
this question. I want to ask what was the purpose of raising the 
margins last year? You said they were raised? 

Mr. Ment. On the part of the exchanges? 

Mr. Tauue. Yes. 

Mr. Ment. Prices were moving into higher ground and they were 
cognizant, very much, of the discussions in Congress and the proposal 
to give the Government authority to fix margins. I don’t impute any 
bad motives, to them, but I do feel perfectly free to say that I believe 
they felt it would be to their advantage in trying to avoid margin 
control to take steps of their own which would show that they could 
raise margins. They will do that at such times. I would like to say 
this, too: I believe that if this power is vested in the Government, the 
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Government will very infrequently need to actually function in 
raising the minimum margins. I think the exchanges will prefer to 
do it themselves and under such conditions will do it at the time it is 
needed instead of waiting until the market is ‘‘on fire.”’ 

Mr. Tatue. Perhaps you could solve the problem by asking for 
congressional speeches at the proper time. 

Mr. Ment. Well, they help. 

Mr. Taiz. Then my next. question is, What was the purpose of 
lowering the margins? 

Mr. Ment. There is always pressure on the officials of the ex 
changes, on the part of those who are anxious to add customers to get 
volume and earn commissions—there is always pressure to lower 
margins. 

Mr. Tatue. From your knowledge of the behavior of the com- 
modity exchange markets, what happened in each instance, when 
they were raised and when the margins were lowered; did big traders 
trade more when they were lowered, or did it mean largely that new 
traders, small ones, came in? 

Mr. Meut. My impression is that the volume of trading dropped 
when margins were raised and I am under the impression—I don’t 
know that I could cite any particular figures, but I am under the 
impression that it affected the small traders most, those that are 
outside of the regular commodity trade, so that it affected that class 
more than the other, the professional type of trader. 

Mr. Tauur. Did the small ones drop out altogether? 

Mr. Meut. Yes, I think some did. 

Mr. Tatxie. And did the big ones trade less than before? 

Mr. Menu. They may have but it would affect the large traders 
less than the small traders. 

Mr. Tauuir. And as you lowered the margins, did the big traders 
trade more than before? 

Mr. Ment. No, I don’t think so. 

Mr. Tatty. About stationary? 

Mr. Meut. Yes. 

Mr. Tatun. The change then when margins are lowered is that 
new people come into the market? 

Mr. Menut. Yes, it affects the shoestring type of trader whe is not 
normally following the markets and who goes in to take a flyer when 
the markets seem to be attractive, seem to offer speculative possibility. 

Mr. Tauue. Is that one method otf determining whether the 
traders are hedgers or speculators? 

Mr. Ment. Well, no. Of course, you can look at the occupations 
of traders, and, generally speaking, classify a lot of them as speculators 
from that alone, but to distinguish between actual speculation and 
hedging on the part of people who are in the business of merchandising 
cotton and wheat and corn, you really have to look at their reports. 
They themselves, of course, have to know every day whether they 
are in a speculative position or whether they are in a hedged position 
and they report to us on that basis. 

Mr. Tauie. Do they report to you before the act or after the act? 

Mr. Meut. They report their positions, whether they are long 
or short in the actual commodities; that is, whether they bought 
more than they have contracted to sell, and then the opposing posi- 
tion in futures. Of course, it doesn’t balance to the last bale or to 
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the last bushel, but the one, if it is a hedge, approximately offsets 
the other. 

Mr. Tatuie. What do the shoestring operators, whom you referred 
to, say? 

Mr. Ment. Oh, the butchers and bakers and candlestick makers— 
I don’t mean to say that none of them have any business speculating, 
but that is the type that you find crowding into the markets in these 
unusual situations. 

Mr. Tauue. Can you tell me the relationship between actual 
existing quantities of commodities and the quantities dealt in on the 
futures markets? 

Mr. Meut. You mean—— 

Mr. Tatu. Actually, existing quantities of commodities and the 
quantities dealt in on the futures markets; that is purchases and sales 
of futures as shown by the record. 

Mr. Ment. It varies. As I indicated in the case of soybeans, in 
the spring and summer months of 1950 the volume of trading in 
futures, and which I would estimate to be 70 or 80 percent speculative, 
the total volume of trading was about 17 times the size of the crop, 
the entire production. That was high. 

Normally, I would say that the volume of trading in futures, during 
the last several years, has probably been three or four times the size 
of the crop, in the case of wheat, corn, oats, and I think, also, cotton. 

Mr. Tatur. Three to four times? 

Mr. Ment. The size of the crop. 

Mr. Tatur. Whereas, you have found it, on occasion, as high as 
17 times? 

Mr. Meat. Yes. 

The CHatrMAN. I want to ask you, how many commodities are 
dealt with under the Commodity Exchange Act? 

Mr. Meut. There are about 18 or 19 commodities that are covered. 
The commodities that are not covered are cocoa beans, coffee, hides, 
onions, pepper (black), rubber, sugar, and grease wool. 

Now, wool tops are under the Commodity Exchange Act, but 
trading in grease wool is not. 

Mr. Brown. Did you mention coffee? 

Mr. Ment. Yes, coffee is not under the act. 

Mr. Brown. Thank you. 

The CHarrRMAN. What effect do the gambling transactions on the 
exchange have on the price of the commodities to the consumer over 
the counter? 

Mr. Ment. In a normal market I think they have very little effect, 
but there are times when excessive speculation does have an infla- 
tionary effect, accentuates the price movement upward, and even- 
tually, of course, those movements collapse and in consequence the 
market then may drop lower than it otherwise would. That was the 
case in October of 1946. I remember that during several months 
there, the volume of trading in cotton increased tremendously. We 
made an investigation afterward and found that nearly everybody 
that could get in was in the cotton futures market, because there had 
been a great deal of talk about cotton going to 40 to 50 or 60 cents a 
pound. 

Well, cotton did get up to about 40 cents and then the bubble burst. 
In other words, the market reaches a plateau—I think it was an 
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artificial price—it stays there and then the people who are in the 
market, and especially those that are thinly margined find that as 
the market fluctuates from day to day, they get caught on one of 
these fluctuations downward, the margin calls start going out, they 
can’t meet the margins, so they are sold out and then we encounter 
what is known in the trade as exhausted margins and stop-loss orders. 

People have orders in, maybe, who have paper profits. They want 
to save those profits, so they put in orders to sell if the market drops 
to a certain point and under the conditions that I have mentioned 
this market will touch that stop loss point, an avalanche of selling 
hits the market and the market collapses. 

At that time I think the market dropped about 8 cents a pound on 
cotton in 3 or 4 days. Afterward it came up a little. I am telling 
you this to show that while speculation under normal conditions may 
be a stabilizing force and performs a valuable function in maintaining 
a hedging market, yet under these unusual circumstances it is a most 
unstabilizing influence and the only way we know how to deal with 
that, with the small traders, is through making it more costly for 
them to get into the market, to put up higher margins. 

Mr. Tauie. Mr. Chairman. 

The CuatrMan. Mr. Talle. 

Mr. Tauue. Mr. Secretary, I have a question which I should like 
to direct to you. It has to do with meat and the order to roll meat 
prices back. Do you think that will be a successful venture? 

Secretary BRANNAN. Mr. Talle, I think that remains to be seen. If 
everybody involved in the operation of it were to make up their 
minds that it was going to be effective, was going to operate success- 
fully, in my opinion it would or in the process of its operation, its 
defects would be disclosed, repaired and then it would go on to operate 
effectively. 

Mr. Tatur. There are a number of stock feeders in my district 
who have been very successful because they know their business. 
They have done it for generations. It is one way of farming. Some 
of them combine the feed lot with other farming operations. Typi- 
cally, they will buy cattle off the ranges in Texas and Oklahoma and 
elsewhere and then fatten them and market them. They are now 
caught because they bought cattle off the ranges with the expectation 
of making a margin between the cost price and the selling price that 
would at least give them an even break, but they write to me and say 
that they will be wiped out by the roll-back order. 

Secretary BRANNAN. Mr. Talle, I suppose there are some people 
who bought some stock at certain periods of time, certain classes of 
feeder stock, who may not be able to come out whole under this order, 
a that in my opinion is a very, very small portion of all of the 
eeders. 

Mr. Cote. I just wondered, Mr. Secretary, do you or don’t you 
approve of that order? 

Secretary Brannan. I should like to say this: that an order of 
some kind in my opinion is essential. I believe that this order from 
the standpoint of production will not be a detriment to production 
and to that extent I can find no fault with it. I am not an expert on 
the precise cuts of meat and who and how they can do it, which ap- 
parently is going to be demonstrated here in the next day or two before 
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the Congress; those details are within the responsibility of Mr. 
DiSalle. I go on the presumption that he has done a good job. 

Mr. Cote. In other words, there aren’t any no or yes answers on 
that as far as you are concerned? 

Secretary BRANNAN. I think I supported the order. 

Mr. Tate. Do you feel free, Mr. Secretary, to tell the committee 
from what quarter the pressure came for the roll-back order? 

Secretary Brannan. The pressure was not applied to the Depart- 
ment of Agriculture and, therefore, I do not know. 

Mr. Tauue. It obviously did not come from the people who operate 
the feed lots? 

Secretary Brannan. I guess not. 

Mr. Tatuz. And I doubt that it came from the people who have 
cattle on the ranges. 

Secretary BraNnnan. I guess not. 

Mr. Tauue. By a process of elimination we might find out from 
what quarter the pressure came. 

Secretary BRANNAN. You would find out from the simple rule that 
everybody is more or less in favor of the applications of controls until 
it touches them. 

Mr. Tate. How many more commodities may it be expected that 
roll-backs will be applied to? 

Secretary Brannan. That, again, is a question which Mr. DiSalle 
will have to answer in the light of both the demand and volume of 
production. As far as agricultural commodities are concerned, I 
think farmers are going to produce in abundance if weather condi- 
tions are just fairly good and that will eliminate the necessity for very 
many, if any more, roll-backs. I must say to you that nobody can 
answer that question until you get down to the end of this production 
season or, at least, until the ultimate outcome is reasonably clear. 
Of course, it could be before the end of the season. 

Mr. Tate. As you know, Mr. Secretary, it is a large investment to 
buy a good many carloads of cattle. 

Secretary Brannan. That is right, sir. 

Mr. Tauie. That is a big outlay. A roll-back, which removes the 
profit and results in a loss, can bankrupt some people. Of course, to 
tell them that you will have to take their loss now and that they will 
be in better shape after the Government gets things in balance is 
something that 1 would not do to one of my constituents because it 
would make the relationship between him and me very bad. 

Secretary BRANNAN. Yes; but remember, the people who bid up 
the prices of certain kinds of livestock after January of this year, did it 
with some knowledge that they were assuming considerable risk. 
There is risk in this business all the time, but here was a new element 
of risk which was pretty well-known to anybody who read a news- 
paper, so nobody can say he was sneaked up on or any such thing as 
that. 

Mr. Tauue. If I were the owner of a feed lot and had investment in 
equipment, buildings and all the rest, and if I were trained to feed cattle 
and it had been my life work, I would, I think, assume that the Govern- 
ment was not going to deal badly by me. I would assume that the 
Government would be fair. 

Secretary BRANNAN. That is right. 
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Mr. Taiz. And I think that is the point of view of the livestock 
people. 

Secretary Brannan. That is right. 

Mr. Mutter. Mr. Secretary, I notice in going through the list of 
eliminating those who brought pressure, Mr. Cole did not refer to the 
consumer. Maybe you would not want to tell us your opinion, but it 
is mine, that the pressure for the livestock meat roll-back came from the 
consumers from one end of the country to the other. While we are on 
that subject of guessing or estimating whether we will get some other 
roll-backs, I hope we get roll-backs on other food stuffs long before they 
hit 152 percent of parity. We should not wait that long before rolling 
back prices on other commodities. I think waiting until we reach 152 
percent of parity is much too long. That, of course, is Mr. DiSalle’s 
province, administering these emergency price control features, so I 
will not ask you to comment on it unless you want to. 

Mr. Tauue. The distinction you make between producers and con- 
sumers is probably not clear-cut, because everyone who is alive is a 
consumer, including the people who produce livestock. 

Mr. Mutter. Obviously from the “More meat conference’’ I at- 
tended the other night—and I went there hoping to get some informa- 
tion—the packers do not think that they come within that category, 
because they listed very nicely on a chart and talked about who should 
cooperate to beat down inflation and they had in one category the 
consumers, and in another category were the ranchers and in the third 
category was the Government, ‘the meat packers and the feeders were 
left entirely out of their scheme of things. They did not fit into it. 
They did not have to do anything on their program. 

Mr. Coxe. I think you are a little mistaken “about that. 

Mr. Mutter. We will find out, because I challenged them to come 
in with the facts and tell us what they are going to do in this program 
and we will see what they bring us at that time. 

Mr. Secretary, can you give us some estimate of the average length 
of time that livestock remains on the feeder’s lot from the time he gets 
it from the ranch to the time he sends it on to the slaughterhouse or 
the packer? 

Secretary BRANNAN. There are two major feeder periods, what they 
call long feeding, which will last 6 or more months, and then there is a 
short feeding period which runs around 3 months. 

Mr. Mutter. Which takes the larger number of livestock? 

Secretary BRANNAN. Again, that would depend on the period of the 
year and the ty pe of cattle that are coming on the market. The heavy 
steer, of course, is often put into a short warm-up feeding schedule. 
Then the calves or younger stock that is put into feeding lots will be 
carried for a considerable length of time. 

Mr. Mutter. I was very happy to hear you say that the number 
of feeders who might be hurt by this order were comparatively few, 
but even as to these few, they will not be hurt, because the law gives 
the Administrator of the Office of Price Stabilization the right to 
entertain petitions to relieve individual cases from hardship, if they 
suffer any hardship. I am sure that if any of these feeders came in 
and showed that they were going to suffer any hardship because of 
this particular roll-back order, they could get relief to cover their 
particular case. As you say, I think there will be very few who can 
come in and establish that that is the fact. 
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Secretary Brannan. That is a hardship over which they perhaps 
had no control. For my part, I would not encourage them too much. 
But that, again, is DiSalle’s business. 

Mr. Mutrtsr. They will get relief in a particular case if they prove 
their point because the Office of Price Stabilization is doing that in 
other industries and there is certainly no reason why he should treat 
the livestock and feeder lot people any differently than anybody else. 
The idea, I think, as Mr. DiSalle expressed it, was to treat everybody 
fairly and do an equitable job so far as possible. 

Do you have any figures available as to the amount of bank credit 
obtained by those trading in futures? 

Secretary BRANNAN. I suppose we could try to accumulate that for 
the committee. It would be rather difficult. The extent to which 
bank credit may be used in obtaining funds for margin deposits on 
futures would be very difficult, if not impossible, to determine. 

Mr. Mutter. I think it would be interesting to have those figures 
to the extent that you can get them for us. 

Secretary Brannan. We will supply them for the records, sir, if 
we can. 

(Nore.—The information requested is not available, as there are no figures in 
connection with trading in commodity futures comparable to brokers’ loans on 
securities because of differences in the methods of handling transactions, and 


data on amounts of credit which may be involved in margins deposited by cus- 
tomers making commodity futures trades are not available.) 


Mr. Mutter. Under an entirely uncontrolled free enterprise system 
we have no controls and people can do as they please, but we have 
found from experience that when people get into the sphere of gam- 
bling you can’t control them entirely, as the Kefauver committee has 


proven to us, because those who wish to gamble will. 

We found it was necessary to stop them from doing that in the 
stock market. Today you can’t go in and gamble to any extent you 
please. The stock market through the Securities and Exchange Com- 
mission is regulated by the control margins. I think today it has 
increased to 75 percent, whereas at one time you might have bought 
$1,000 worth of stock with $100. Today you can buy that only if 
you put up $750. That is a definite control to stop inflation, isn’t it? 

Secretary BRANNAN. That is right, one of the purposes, anvhow. 

Mr. Mutrer. If the banks limit their credit facilities and the stock 
market increases its margin requirements and you leave the com- 
modity exchanges free, so they can do as they please, these men who 
have the urge to gamble, will eventually find their way into that 
market to gamble, isn’t that so? 

Secretary Brannay. That is right. 

Mr. Mutter. So that even though it may not be necessary at this 
moment to have the Administrator of the Commodity Exchange Act 
go in and increase these margin requirements, somebody should be 
authorized to do it if and when it becomes necessary. 

Secretary BRanNnaAN. That is right. If I understand what is being 
said by Mr. Wilson and Mr. Johnston and the rest of them, the tough 
period is still ahead of us. 

Mr. Mutrer. And as we limit the places where the free money 
can go, there is more and more chance that that money will find its 
way into an uncontrolled commodity exchange market? 

Secretary BRANNAN. That is right. 
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Mr. Mutrer. Unless they do something about it or are ready to 
do something about it in the event that occurs? 

Secretary Brannan. That is right. 

Mr. Mutter. I was interested to note your statement on page 9 
that lately the attacks on the parity situation seems to have subsided. 
I think you are in error because from both sides of the aisle, and both 
the rural and urban areas, I have been hearing attacks on parity price 
and subsidies to the farmers, and I think unless we can make this 
situation very clear we may run into trouble on that part of this bill. 

If you get what you ask for by way of amendment, so that the ceiling 

price may be arrived at by fixing parity at the beginning of the season 
for the entire season, will that or will it not affect that part of the law 
which now reads: 
Whenever a ceiling has been established under this title with respect to any agri- 
cultural: commodity processed by manufacture, in whole or in substantial part 
therefrom, the President from time to time shall adjust such ceiling in order to 
make appropriate allowances for substantial reduction in merchantable crop 
yields, unusual increases in cost of production, and other factors which result from 
hazards occurring in connection with the production and marketing of the agri- 
cultural commodity— 


does that affect that provision in any way? 

Secretary BRANNAN. No, sir. 

Mr. Mutter. In other words, if this amendment is enacted and 
you get permission to fix your parity for an entire marketing season or 
marketing year in advance, you still will have the right under the law 
to adjust because of inequities resulting from hazards or unforeseen 
costs? 

Secretary BRANNAN. Well, sure. The answer is yes; that is right. 

Mr. Mutrer. Can you tell us how you characterize or how you 
would define a small farm, a medium farm, and a large farm? 

Secretary BRANNAN. Mr. Multer, again, there have been many, 
many definitions of what is commonly referred to as a family farm, 
as distinguished from large or other type farms, small or large. There 
can be no fixed rule in terms of number of acres, because the number 
of acres required to occupy a good active family in the production of, 
let’s say, any kind of orchard operation, from apples to oranges, 
deciduous or citrus fruit, on the one hand, may be as small as 20 acres. 

On the other hand, a family farm of livestock operation in eastern 
Colorado, in my part of the country, might easily require as much as 
3,000 acres, depending on the productivity of the land and the type 
of operation and the amount of moisture and many other things. 

Therefore, we have attempted to determine what we call the family 
type farm as one which makes efficient use of the family labor, reason- 
ably efficient use of the family labor throughout the year in the pro- 
duction of essential crops and livestock products for the market. place. 

Mr. Mutrer. Can you tell us what percentage of the subsidies goes 
to the small farm or family farm? 

Secretary BRANNAN. Now, you are talking about what kind of sub- 
sidy? There is not any under the Defense Production Act so far. 

Mr. Mutter. There is under the Commodity Credit Corporation, 
is there not? 

Secretary Brannan. I don’t think you can refer to them as sub- 
sidies, sir. For example, the subsidies about which people have been 
making a great to-do in the past couple of years has referred to the 
amounts of money invested by the Government in taking perishable 
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commodities off of the market and then not recovering all of the 
amount initially paid for those commodities. 

In other words, we bought potatoes at the support price and were 
not able to dispose of them at all or to dispose of them for a very 
limited sum only. Therefore, the subsidy amounted to the difference 
between what we bought the potatoes for and what we sold them for. 

Mr. Mutter. What percentage of potatoes were bought by CCC 
from the small farmer or family farmer? 

Secretary Brannan. I don’t think that anybody could say that. 
We could give you figures by acres as to how allotments were made, 
the farmers operating potato acreages from say, 1 to 5 acres or 3 to 
5 acres, from 5 to 10 acres, from 10 to 20, 20 to 50, and 50 to 100 and 
100 on, figures like that we could give but remember that we still 
would not be giving you an accurate picture of whether or not that 
farmer was big or small, because he might be engaged in a number 
of other crops at the same time, you see. He might be engaged in 
tobacco and he often is in cotton and in a number of other items at 
the very same time, so it would not give you a very accurate picture; 

Mr. Mutter. The point that is bothering many of my colleagues 
and myself, and what we have been trying to determine, is whether 
or not large quantities are being bought of potatoes, apples, eggs, and 
other commodities from large producers in the main or is it being 
spread out and being bought from the small producer or the small 
farmer. 

Secretary Brannan. For the most part it is being bought from the 
average producer, the average-size producer, of that particular com- 
modity. The little fellow may come in and take advantage of the 
price-support operation and again he may not. It is discretionary on 
his part. He doesn’t have to take advantage of price-support legis- 
lation. Therefore, it all depends on, first, his choice; second, the 
general condition of the market in his area, and many things. But 
to conclude that big farmers are benefiting to the disadvantage or 
exclusion of little farmers would not be a proper conclusion at all. 

I think the law is so phrased and so operated that everybody who 
is in that particular type of business, who is a producer of that crop, 
can take advantage of the law and take advantage of it simply and 
easily, effectively, and I think in the case of cotton that there is just 
as many small cotton producers who get under the loan as there is the 
50- or 100-bale cotton producers. 

Mr. Mutrer. I understand that the law is exactly as you said it is, 
Anyone who qualifies, big or small, can come in and get the advantage 
of the program. I want to know who does come in and get it. 

Mr. McDonoveu: Will the gentleman yield at that point for an 
observation? 

Mr. Murer. Yes. 

Mr. McDonoveu. Doesn’t the big producer create the surplus that 
brings about the necessity for CCC? 

Mr. Mutter. That is exactly where I am leading. 

Mr. McDonovaeu. Then couldn’t the big producer, by intention, 
create a surplus to take advantage of the subsidy and, of course, the 
little producer comes along with him, because he happens to be an 
incidental producer of that commodity but he is not an exclusive 
producer? 
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Mr. Mutrer. He could do it intentionally. If he is doing it, I 
don’t think this Congress wants to help that fellow; we want to help 
the small fellow, the average fellow, and if it is only the big fellow who 
is getting the advantage, and he is the only one who goes into the 
program, we want to know that. I have been told—and the reason 
for these questions, Mr. Secretary, is because I have been told by 
several Members of Congress that the little fellow doesn’t go in and 
make the application. He has the right to, but he doesn’t do it. 
It is only the big fellows who go in and it is only the big fellow who 
is getting the advantage of this program, 

Secretary Brannan. I don’t think that is correct. 

I am sorry to disagree with your informants but it just doesn’t 
follow, nor does it follow that the big producer creates the surplus in 
the market. The surplus in the market is a volume of the commodity. 
Let’s say that it is a thousand bales of cotton, which is an unreasonably 
small example but let’s say the surplus in the market is 1,000 bales of 
cotton. It doesn’t make any difference whether that 1,000 bales 
originated on one man’s farm or originated on 100 farms, each pro- 
ducing 10 bales. It is the surplus in the market place and each one of 
those producers has the benefit of the act and, in my opinion, the little 
fellows are just about as alert to take advantage of it as the big fellows. 
The cooperatives have done a terrific job in making it possible for the 
little fellows to exercise their rights under the price-support programs. 

Mr. Mutrer. Mr. Secretary, I have no reason to doubt what you 
say, but I wish you would supply some statistics to back that up, 
because, unless we do have those facts statistically to submit to these 
men who have been raising these questions and some of them pre- 
sented them to me.because I happen to be on this committee, we are 
going to run into trouble. 

If you will supply the committee with those figures, and add them 
to your record here, I think it will go a long way to clearing up these 
questions that will be thrown at us on the floor when we bring this 
bill before the House. 

Mr. Parman. Isn’t that a question that would involve a change in 
the basic law? 

I am very much in favor of what the gentleman has said, what he 
has expressed—but is that material in this particular legislation? 
Isn’t that a question that should be considered in the basic law? 

In other words, are we going to help this family-sized farm, give 
that farm a preference and, if so, how are we going to do it? 

Unless we have some standard, I don’t see where we can get any- 
where on this particular bill. 

Mr. Mutter. I think if we at least had the facts to submit to the 
Congress when this bill is under discussion we may be able to eliminate 
a lot of the objections that will be raised to it. We are considering 
the over-all program. 

(Discussion off the record.) 

Mr. Parman. I am in favor of rewarding the family-size farm and 
give everybody a chance and take care of the fellow working on a 
farm for a living to support himself and his family. 

Mr. Mutrer. Yes; and he makes up the bulk of the low-income 

oup. 
nit 4 Patman. He makes up the bulk of the farmers, too; isn’t 
that right? 
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Secretary Brannan. That is right. 

Mr. Parman. The larger farmers represent a very small percentage 
in any crop. 

Mr. McDonoveu. There was a lot of suspicion in the potato 
farming in Maine. 

Mr. Parman. Well, that is up in New England. 

Mr. McDonoveu. When the price-support, subsidy question came 
up with respect to the production of potatoes in Maine, there seemed 
to be a preference on the part of those producing to take advantage 
of the subsidy. 

Mr. Parman. On an annual basis, I don’t know whether they would 
just deliberately go out and produce a crop that is to be marketed 
so many months hence on that basis or not. If the Government says 
they will do it I will take its word for it. 

Mr. Mutrsr. Also, while considering this problem, I think we 
ought to agree on this: A man with a 1,000-acre farm will be pro- 
ducing in such great volume that he can operate on a very much smaller 
profit than a man producing the same product on a 10-acre farm; 
isn’t that so? 

Secretary BRANNAN. Mr. Multer, that doesn’t follow every time, 
because the family farmer actually may be able to operate his property 
more efficiently than his big neighbor who must employ labor, use 
very heavy big machinery, in which there is a considerable amount of 
investment and many other costs. 

As a matter of fact, I have maintained and I think a number of 
Members of Congress have maintained, that actually the most efficient 
farming in this country is done by the family farm in terms of man 
hours of production and the efficient use of the land. 

The man who lives on it, together with his family, and operates it— 
they probably are getting about as much in the long run out of that 
land for as little investment in dollars as the great big fellow. 

Mr. Mutter. Do we run into a different situation in livestock? 

Secretary Brannan. No; I don’t think it would be a great deal 
different in the case of livestock. 

Mr. Mutter. There is one other thing that I would like to touch 
upon and that applies tomy home State. Is New York State federally 
regulated as far as the cost of milk? 

Secretary BRANNAN. Yes, sir. 

Mr. Mutter. Is that done by agreements that are negotiated under 
the jurisdiction of your Department? 

Secretary BRANNAN. Yes. 

Mr. Mutter. How would this amendment affect New York State 
if it were enacted, as to the price of fluid milk? 

Secretary BRANNAN. The amendment, which we propose, would 
not materially affect the operations in the New York City milk shed . 
because it is a federally operated milk market. The areas around it, 
which are not, would be much more directly and immediately affected 
by the language which is in the act, if it could be applied at all. 

Mr. Mutter. If you were given permission to regulate the sur- 
rounding States, would that tend to equalize the price of milk all 
through that area? 

Secretary BRANNAN. It would. 

Mr. Mutter. And in that way it would relieve the pressure on 
increasing the price in New York State, would it not? 
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Secretary BRANNAN. I think it would and it could be effective in 
that fashion. 

Mr. Mutter. I think the New York milk producers have been 
coming to see you pretty regularly, trying to get an increase of price. 

Secretary BRANNAN. That is right. 

Mr. Mutter. And if you get this Federal regulation, so as to 
cover the surrounding areas, you may be able to equalize the price? 

Secretary BranNAN. There are many other things which go into it. 
For example, the States have a very wide and strict regulatory power 
over the marketing of milk in their area and to say to anyone that 
this statute would be the controlling factor would be going a little far. 

Mr. Mutter. Thank you. 

Mr. Coux. Mr. Secretary, this meat situation has disturbed me for 
this reason: Apparently people who are not familiar with parity make 
this statement as a truth, without reservation, ‘‘Livestock being at 
152 percent of parity is absolute evidence that it is extremely high in 
price, and an unfair price.’’ Now, that is not a correct statement, is 
it, Mr. Secretary? 

Secretary Brannan. Well, I am not quite sure that I understand 
what you are getting at. Are you going to say that parity is not a 
true reflection or fair price when applied to beef animals? 

Mr. Coin. Yes; that is going to be my next question. I don’t 
want to trap you but I am leading up to that question. 

Secretary BRANNAN. Yes. 

Mr. Coux. But I think I should have my first question answered 
first. For instance, the gentleman from New York said we know 
price is high because it is well above parity. 

Is that a correct statement? 

Secretary BRANNAN. It is an argumentative statement, certainly. 
Cattle prices are well above parity. Sure, they are high relative to 
parity. Whether or not they are unreasonably high is still a matter 
of judgment. Whether or not parity, when applied to beef, is a true 
reflection of fair price is still another question. 

You remember in 1947, 1948, we reviewed the parity formula, and 
its application to certain crops and certain products and the parity 
price for beef cattle was considerably raised as a result. 

Most people said at the time that that took some of the inequity, 
or most of the inequity, out of the parity price for beef cattle. 
Whether or not it did is again a question that economists, I suppose, 
can talk about a long time. 

Mr. Coun. Mr. Secretary, I had understood that practically every- 
body in the industry, your cattle people, and the Department of 
Agriculture, have all agreed that parity price for livestock is completely 
out of line. 

Secretary Brannan. No; I don’t think that—including us is not 
correct. 

Mr. Cote. That is not correct? 

Secretary Brannan. No. We once were on that side but a con- 
siderable adjustment has been made. Maybe that adjustment wasn’t 
big enough. Maybe it should be adjusted some more but that still 
actually leaves the parity percentage for beef cattle high. If we made 
another 10-point adjustment, it would leave it pretty high. 

Mr. Cote. Then what is your judgment with respect to present 
parity on beef? Is it or is it not too high? 
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Secretary Brannan. The correct answer to that is that the present 
parity on beef, according to the formula, the legal formula, reflects 
the most recent 10-year average relation between beef cattle and 
other farm prices in the market place. 

Mr. Cour. All right. What we are interested in, insofar as the 
parity formula is concerned, is whether or not the farmer selling his 
beef has a fair return on it, to use the return in purchasing the things 
that he has to buy. Is that not true? 

Secretary BRANNAN. That is one thing; yes. 

Mr. Coxe. Using that formula, what I am talking about, do you 
think that the price which the producer of livestock obtains for his 
product is fair, considering the things which he must buy in producing 
that livestock? 

Secretary Brannan. The present price? 

Mr. Cote. Yes. 

Secretary Brannan. Yes; I would say that it is fair to almost the 
entire segment of the economy, of the beef producers. 

Mr. Cote. Leave the entire segment of the economy out. I am 
talking about the producer. 

Secretary BRANNAN. Well, all right. The beef producer, the beef- 
producing group or segment of the economy, I think, are getting a 
fair price; yes, sir. 

Mr. Cote. Then, Mr. Secretary, it wouldn’t be of any difficulty to 
do as Mr. Multer suggested can be done and which Mr. DiSalle appar- 
ently does not think could be done, there would be no reason why we 
couldn’t permit the producer of livestock to be treated as a manu- 
facturer is treated in connection with his roll-back? We could permit 
the producer of livestock to show his costs, his increased costs and 
thus obtain a price which would permit him to obtain a profit. That 
could be done, could it not? 

Secretary Brannan. I think it not only could, I think it will be 
done, and I think it was done in setting these figures, although we 
had nothing to do with setting them. 

Mr. Cour. You think it was done? 

Secretary Brannan. I assume it was done. I certainly assume 
that Mr. DiSalle did not set out to create an unreasonable situation. 

Mr. Coun. As I reeall Mr. DiSalle’s testimony, he said they deter- 
mined the amount of roll-back on the basis that parity was deemed 
to be fair. That if parity is fair, then the price set for the roll-back 
would be tair. 

Then I asked him what parity was and he didn’t know how it was 
figured. He knew nothing about it. 

The point I am getting at is that it has been assumed by the press 
of the country that parity for livestock is fair. Now, if it is fair, then 
there can be no objection whatsoever on the part of the Price Adminis- 
tration to permit the farmer to show his actual costs and then when 
he gets his actual costs, to permit him to have whatever profit is 
deemed necessary, just so he doesn’t have a loss. That would prove 
whether the livestock people are correct, would it not? 

Secretary Brannan. [t certainly would. 

Mr. Cour. So I am greatly surprised, Mr. Secretary, that you tell 
me that your people down in your Department believe that the live- 
stock parity is fair. My whole understanding has been—I could be 
well wrong— but my whole understanding has been that everybody 
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in the industry and everybody who has studied the problem has felt 
that livestock parity is completely out of balance with the rest of the 
parity figures. They give this reason: 

They say that the livestock industry has never asked for a support 
price, and, therefore, they have never been particularly concerned 
with the parity figure; that the tobacco growers, cotton growers, pea- 
nut growers have all been quite concerned about parity, because there 
has been a support-price situation in connection with these commodi- 
ties, but the livestock people have always permitted parity to go and 
come and they paid no attention to it, until this comes along and 
somebody says, ‘‘Parity means a fair price, Q. E. D., meat being above 
parity, the price is therefore unfair.” 

The only thing that I have asked and the thing I don’t believe we 
are going to get without considerable complaint, is that the man who 
produces livestock be given an opportunity to show what he paid, 
what his costs are, what he paid for his cattle, then what his costs 
are and then determine whether he has had a loss or a profit. 

All we ask is fairness. That is all we ask. Do you think we have 
been able to get it? No. 

Mr. Mutter. Mr. Cole, will you yield there? 

You and I were both at that meat conference last week and the 
chairman of the conference representing the livestock ranchers said 
the y are getting a fair price and more and that this order will not hurt 
the livestock ranchers. 

Mr. Cour. No, no. I don’t care what somebody else said. 

Mr. Mutrer. He represents the livestock industry. I don’t. 

Mr. Coxe. All I know is what these livestock growers are getting in 
Kansas, Nebraska, and Oklahoma and Texas and they know what the 
situation is. It isn’t somebody who failed to make a case. 

Mr. Mutter. Aren’t they getting 30 percent more than last year 
for their livestock? 

Mr. Cote. I don’t know if they are getting 100 percent. All I am 
saying, Mr. Multer, is this: 

In this bill we are attempting to stabilize our economy. We are 
permitting prices to rise if a manufacturer or merchant requires that in 
order to have a profit. We are permitting a laborer to get better 
wages, if he requires that in order to buy the things he has. There- 
fore, I say that so far as the livestockman is concerned, if he is losing, 
and if he can prove that he is losing, then he should be treated fairly 
and should be given a fair price. 

Mr. Mutter. I am sure Mr. DiSalle and everybody here will treat 
them fairly if they will come in and show them the trué state of facts. 

Mr. Coxe. No, they have said, “this is a roll-back and we are not 
going to change it,’ and from the President on down they have said 
“there will not be a change. We have decided this.” That is what 
we don’t like and I think we have a right to complain. 

Mr. Boutuine. On that point will you yield? 

When Mr. DiSalle was here you raised that very point and his reply 
was to the effect that anyone who wants to bring in those figures, 
including what they would feel to be a fair return for their efforts 
could certainly do so. 

Mr. Coxe. I realize that and what I am attempting to do is to make 
arecord here so that is done, because I don’t think it will be done unless 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 399 


considerable pressure is brought. By pressure I mean that an honest 
treatment be given the livestock industry. 

Mr. Mutter. Why not give Mr. DiSalle a chance to make good? 
Let these fellows go in and prove their case to him. 

Mr. Coxe. That is just what we are here to do because Mr. DiSalle 
would never have moved a step if this had not been done by us, and 
the Agricultural Committee. 

Mr. Mutrer. I just completed a tour across the country with the 
Small Business Committee and wherever we went and a man came in 
and said, ‘‘I have a hardship problem because of your controls,’ Mr. 
DiSalle’s office and every one of these emergency agencies immediately 
took care of it, in every instance. 

Mr. Cote. I like Mr. DiSalle personally. All I am afraid of is 
that you people in the cities, frankly—not you—look at me and say, 
“Meat is high.” 

I said to Mr. DiSalle, “What is a high price?” And he couldn’t 
answer that. 

Mr. Mutter. That is like asking, ‘How high is tall?” 

Mr. Coxe. Allright. I am not fixing these prices but I can answer. 
Certainly a man who is attempting to fix prices should have some 
judgment on what a high price is. 

I am sorry I got so heated about it. 

Mr. Secretary, returning back to parity, and your question of 
freezing it 

Secretary BRANNAN. Understand, nobody has proposed freezing 
parity in any way, shape, or form. 

Mr. Coz. That is my interpretation of it. You are fixing it at 
the market. 

Secretary Brannan. Oh, no, we are not. We will announce parity 
for every commodity just as we always did and we will compute it 
just as we always did and will apply it everywhere that it is applicable, 
just as we always did. 

Mr. Couz. You will, yes. 

Secretary BRanNAN. With the exception that in the case of fixing 
the minimum below which the Office of Price Stabilization can set a 
ceiling price on a particular commodity, that figure will be the parity 
prevailing at the beginning of the marketing season. 

Mr. Cour. We are not going to fix wages that way. We are going 
to permit wages to rise on the cost-of-living seale, aren’t we? 

Secretary BRANNAN. Somebody else will have to discuss that, but 
there are provisions in the bill which deal with that subject. 

Mr. Cour. I realize that but you are here before me and this brings 
out differences which I see. 

We are fixing parity at the date of the marketing of the product 
and we say that there should be no change in the year following. We 
are not proposing that wages shall be fixed on that day and not be 
changed a the end of the year. We are not saying that profits 
for a mercantile establishment, merchant, or manufacturer shall be 
fixed as at the beginning of the year and no change during that year; 

Secretary Brannan. Have you read Mr. Johnston’s orders on 
wages and profits or increases in prices? It isn’t spelled out in the 
act but he is certainly making a conscientious effort in that direction 
and if he isn’t, why, then, that is something else other than its 
application to parity. 
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I have said twice in this statement that the assumptions behind 
this recommendation are that comparable steps will be taken in the 
other segments of the economy and I say that again. 

Mr. Coxe. I was not driving at you when I was talking about 
wages and other profits. I am only trying to look at the picture as 
a whole and how it affects the economy as a whole. 

I think you made an excellent statement, in reply, I think, to Mr. 
Brown, with respect to why you were fixing it in that fashion. You 
said that parity would reflect the costs of the previous vear and that 
had quite a bit of force with me. Frankly, I had not thought of it 
from that point of view, but I do have this other thing in mind, Mr. 
Secretary, In connection with the other things, wages and other profits, 
the farmer, then, cannot sell his product any time after the marketing 
season and hope to have any rise at all during that year, can he? 

Secretary BRANNAN. Oh, sure, sure. 

Mr. Corn. You think so? 

Secretary BRANNAN. Well, excuse me. If it is on a commodity for 
which a ceiling has been fixed, of course he can’t go through the ceiling. 
That is the only reason. you fix a ceiling. 

Mr. Cote. I understand. That part is true. 

Then about 2 months or a month prior to the end of the year, those 
people who have control of the commodity will not sell either, because 
they will realize that when the year ends and the marketing season 
begins again, boom, the price will go up and they will have the advan- 
tage of it and the farmer will lose. 

Secretary BRaNNAN. That, of course, is precisely what will happen 
under the present law. It doesn’t make any difference whether you 
move up with parity from month to month or you move up twice a 
year or once every year. Somebody in a speculative frame of mind is 
going to anticipate the next increase in parity and hold his commodity 

‘for him, but first of all, he had to buy it right to begin with. 

Mr. Cots. I think that that is true with this exception: Of course, 
if it rises more quickly and periodically, there is less opportunity for 
one big gouge and the little fellow has a better chance, doesn’t he? 

Secretary Brannan. No, I don’t believe so. I am not sure that 
the little fellow is affected either way, because 99 percent of the little 
producers in this country, will have put their commodity on the market 
within a few months, a month or two, after they have grown it and 
the subsequent increases in parity will generally not inure to their 
benefit. 

Mr. Cote. In my examination of the other gentlemen who have 
been before the committee heretofore, I have asked them about sub- 
sidies in connection with the new proposal and all of them to date have 
said that there are no subsidies contemplated in foodstuffs under this 
proposed amendment. 

Do you agree with that? In other words, we have been led to 
believe that the subsidies provided for here are for materials that are 
metals and mining and that there is nothing contemplated by the 
administration with respect to foodstuffs. 

Secretary Brannan. Well, I don’t know who can forecast what the 
condition will be in October, November, or December of this year. [ 
do know that when we were in, not a comparable, but perhaps a more 
difficult emergency which we then called World War II, we did use 
some subsidies and they were a very effective instrument, so I am not 
going to try to represent to the committee that if you give us the power 
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we are not going to use it. Further, we are not actually asking for 
such authority now, at this time. 

I don’t see any immediate need for its use right now, but it could 
arise in dairy products or it could arise in meat products again. 

— Coe. I thought the gentlemen were not quite informed on 
that. 

Two things, and then I am through. 

What can we do, what can you do, what can your Department do, to 
encourage the rest of the administration to understand and feel and 
believe that food actually is a basic and essential defense need? 

Secretary Brannan. I don’t know, but it certainly needs to be done. 

Mr. Cote. I don’t think they quite have that concept yet. 

Secretary BRANNAN. We have issued a couple of statements in the 
last 60 days in an attempt to try to define and orient food in the total 
price picture. I am led to believe that they were partially effective in 
some areas. The only thing else that I know to do is to keep on talking 
about it. 

Mr. Cote. I think it is very important. 

Now, in connection with the preference for farm machinery—I 
forgot the term you used. 

Secretary BRANNAN. Claimant function. 

Mr. Corr. Are you stressing the importance also of productive 
machinery for processing equipment as well? Are you doing as much 
along that line as for the actual tractor and plow on the farm, Mr. 
Secretary? 

Secretary Brannan. We are, sir. We are reclaiming tin for can- 
ning process and many other of those kind of items, with, so far, 
considerable success. 

Mr. Couz. Does your Department have statistics showing the effect 
of commodity trading upon the price of commodities? Do you have a 
graph or chart to show that over a period of time? 

Secretary BRANNAN. I don’t know. We have charts which show 
the fluctuation in prices of commodities. The relationship to the 
various movements, up or down, and operators in the market and the 
type of operators in the market, I think would have to be drawn from 
other collateral facts. 

Mr. Cote. Yes, it would be very difficult to use those as your only 
criteria. 

Secretary BRANNAN. That is right. 

Mr. Cotz. There are all sorts of factors that enter into it. Then, 
Mr. Secretary, it is pretty difficult to determine what the actual 
effect trading in commodities has upon the price of a commodity, 
isn’t it? 

I mean, with any degree of accuracy? 

Secretary Brannan. Well, I suppose it is with precision, but you 
certainly can identify wide swings and you certainly can identify the 
effect of big inflationary or big speculative raids in the market, 
without very much trouble. 

Mr. Cots. Could you put in the record some statistics which would 
tend to show those trends, in whatever form you wanted? It would 
be very helpful, if you would. 

Secretary BRANNAN. We will do our best. 

Mr. Cote. I am not very familiar with the operation. 

That is all. 

(The information referred to is as follows:) 
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The following chart and table of ‘‘Continuous quotations” gives the price for 
successive trades of one or more round lots of 5,000 bushels made during the first 
half-hour of trading in the May 1950 soybean future on May 2, 1950. For the 
full day total volume of trading was 23,273,000 bushels. During the first 5 minutes 
prices declined by 4 cents; in the next 13 minutes prices rose almost 8 cents; and 
then dropped 4 cents in the next 6 minutes. 


“Continuous quotations,’’ May 1950 soybeans futures on the Chicago Board of Trade 
(9:30 a. m. to 10 a. m., May 2, 1950) 
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The following table on soybean futures gives data on average daily volume of 
trading and high-low price ranges for a period of approximately 2 years from 
October 1948 through December 1950. It shows that the wider daily price 
fluctuations occur when the volume is large and that the smaller daily price ranges 
are associated with small trading volume. 


Soybean futures: Average daily volume of trading, by size of high-low price range of 
the near future (except in delivery month), Chicago Board of Trade, October 1948 to 
December 1950 





Price range | Days  |Average volume 





| . 

Cents per bushel: Number Bushels 
y 82 7, 626, 000 

8, 601,000 
11, 187, 000 
15, 856, 000 
17, 891, 000 
18, 082, 000 
20, 239, 000 
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The following table on soybean futures gives data on average daily volume of 
trading and high-low price ranges for a period of approximately 2 years from 
October 1948 through December 1950. It shows that the wider daily price 
fluctuations occur when the volume is large and that the smaller daily price ranges 
are associated with small trading volume. 
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Soybean futures: Average daily volume of trading, by size of high-low price range of 
the near future (except in delivery month), Chicago Board of Trade, October 1948 to 
December 1950 





Price range | Days Average volume 





Cents per bushel: Bushels 
0 to 1% 82 7, 626 
2to 3% 
4to5% 

6 to 7%__--- 
8 to 9%. 
10 to 11% 
12 and over 














“CONTINUOUS QUOTATIONS,” MAY 1950 SOYBEAN FUTURE, 
CHICAGO BOARD OF TRADE 
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The CHatrmMan. Mr. Secretary, Mr. Talle wanted to know who 
exerted the influence of the roll-back. He said it was not the ranchers. 
It wasn’t the feeders. I think it is very obvious that it is the Ameri- 
can people. They are not interested and they don’t know much 
about the ranchers or the feeders, the slaughterers, wholesalers, or 
retailers, but they know what they have to pay for meat when they go 
to the butcher shop and I think the general impression is that meat is 
high from anybody’s definition and I think they were justified in 
asking for an investigation. 

Mr. Tautie. Mr. Chairman, I agree with you. Any investigation 
into why meat prices are high will receive my support. 

The CuarrMan. I don’t think there is any doubt about it and I 
don’t think you need any definition of high, because meat is high. 
There is no doubt about that. It is high if you are going to buy it 
from the retailers and it is high if you go to buy it in a restaurant. 

Now, who is getting the profits, is a question for consideration of 
Congress, but I do think if there is any way to give the American 
people a fair price for this most essential of all foods, we are justified 
in doing it, especially in this time of inflation. 

I don’t want to see anybody robbed. I don’t want to see the 
American people robbed. 

Secretary Brannan. I would like to say that we in the Depart- 
ment have sensed a need for additional facts on this subject, and we 
are doing our best to get them together for the Congress. We will do 
so very shortly, approaching the problem from almost any standpoint. 

I would like to say, facetiously, if I may, that of course pressure is 
not applied on us in Agriculture. It is applied on DiSalle, but I get 
a little pressure when I go home at night from Mrs. Brannan and I 
think almost everybody else does. 

Mr. Tauue. Since my name was mentioned, I want to assure the 
chairman and members of the committee, that I shall be delighted to 
have an investigation into who gets the price that is paid by the con- 
sumer, but I also want to make it clear that when the consumer goes 
to the shop to buy a steak or a pound of hamburger or some strips of 
bacon he is paying a retail price and is not buying directly from the 
farmer, and there are a good many steps between the feed lot and the 
hog pen and that counter where the consumer goes to buy. That is 
something that should be taken into account. 

Mr. Bouurna. May I ask a few questions? 

I think Mr. Cole inadvertently left the impression that none of the 
previous witnesses had taken into account the possibility of subsidies 
being used in the area of food. 

In his statement the first witness, Mr. Wilson, said: 

Processors whose cost of operation was greater than the average of their industry 
may. find themselves in a “squeeze’’ between the prices they must pay farmers 
and ceilings imposed on their end products. Nevertheless, their high-cost pro- 
duction may be needed during these times to meet military and essential civilian 
requirements. This subsidy authority would provide the means for maintaining 
production objectives consistent with our efforts to stabilize the cost of agricultural 
products, particularly meat. It would be applied on a limited basis and only if 
the continued production of these high-cost processors is found to be necessary in 
the general mobilization program. 

Mr. Coxe. That is in his regular statement? 

Mr. Bouuinea. That is right. 
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Secretary Brannan. Mr. Bolling, may I just also comment about 
that? To make it completely clear—and maybe I did not when Mr. 
Wolcott was examining me earlier—there are two or three kinds of 
subsidies which have been applied historically. One of them is the 
subsidy which we heard so much about in World War II, which was to 
take up the slack between the price of the commodity in the market 
and a roll-back price, which was effected by OPA, on the assumption 
that it actually cost the market price to get the commodity, but still 
the price was too high for the consumer. The power to do that is not 
sought at this time and not included in the act. 

The type of subsidy, so-called, which is sought in this act is to cover 
the processor who, by reason of his type of operation, may not be 
able to stay in business, but yet whom we need to have in business, 
Or it may be applied in the case where feed is short in an area and 
there is a dislocation in the supply and it is necessary in order to get 
feed into that area to keep up dairy production, for example; to move 
feed into the area and the costs of transportation might be absorbed 
by the Government. 

That is the kind that is talked about in the act, and not the 
broader authority about which Congressman Wolcott and I had the 
rather long discussion. 

Mr. Bouturna. In other words, this is a limited subsidy for producers 
or processors and in no sense a consumer subsidy? 

Secretary Brannan. That is right. 

Mr. Bouuine. I would like to go back into the whole business a 
little bit. JI am not sure that I understand it, but my impression is 
that the experience of World War II indicated that a 1-cent increase, 
perhaps, at the farm level would result in perhaps a 4- to 5-cent in- 
crease at the retail level. 

If this limited subsidy were used for the high-cost processor, you 
would prevent breaking through a whole ceiling in the whole industry, 
perhaps by spending relatively little money and at the same time 
preserve the ceiling and keep up the production. 

Is that the theory on which it operates? 

Secretary BRANNAN. Yes, but more particularly to keep that fellow 
from going out of business, you see, because we may need him. 

Mr. Bouurna. The production end, keep the production high? 

Secretary BRANNAN. Yes, and get the processing done when it 
needs to be done because many of these commodities are perishable. 

Mr. Bouturna. Thank you. 

The CuarrMan. If there are no further questions, we will adjourn 
to meet tomorrow morning at 10 o’clock. 

We were very glad to have you with us, Mr. Secretary. We are 
always glad to have your testimony, and we hope you will come 
around often. 

(Thereupon, at 5:20 p. m., the committee adjourned until 10 a. m., 
tomorrow, Tuesday, May 15, 1951.) 
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TUESDAY, MAY 15, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met at 10 a. m., Hon. Brent Spence (chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, 
Deane, O’Brien, Collinger, Bolling, Burton, Fugate, Kluezynski, 
Wolcott, Gamble, Talle, Kilburn, Cole, Hull, Scott, McDonough, 
and Buffett. 

The CuHarrMan. Mr. Secretary, we are always glad to have you 
with us and we are glad to have you appear as a witness today. You 
may proceed as you desire. Is there anything you desire to insert in 
the record? 

Secretary Sawyrr. No; I have a formal and fairly brief statement 
here which, with your permission, I shall read and then I will be pre- 
pared to answer any questions that members of the committee care 
to ask. 

The CHArrMAN. Very well. 


STATEMENT OF HON. CHARLES SAWYER, SECRETARY OF COM- 
MERCE 


Secretary Sawyer. Since the enactment last September of the 
Defense Production Act, events have given ample testimony of the 
need for the authority granted. Substantial accomplishments have 
been secured through the exercise of these powers, but the program of 
mobilization which has been undertaken is only in its initial stages. 
It is essential that the act, now scheduled to expire on June 30, 1951, 
should be extended for 2 years—as recommended by the President 
in his message to the Congress on April 26—so that the actions now 
under way may be carried forward to successful completion. 

Experience has demonstrated that, in general, the basic provisions 
of the act dealing with expanding production and mobilizing the re- 
sources of the economy to meet military procurements needs—the 
major phases of the program with which I have been concerned—are 
bringing substantial accomplishments. It cannot be emphasized too 
strongly that the same military programs which have made necessary 
the controls provided in the Defense Production Act require its ex- 
tension and broadening. 

In presenting this statement, I wish (1) to review for you the current 
state of the economy as related to the need for expanding production, 
and allocating scarce materials and facilities to essential uses which, 
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in my judgment, require extension of the act; and (2) to review the 
experience we have had in the National Production Authority in 
working out actions under its authority. This will serve to indicate 
the kinds of actions taken, their purpose, the current status of our 
operations, and future requirements. 

The economic situation and prospects are such that we need to 
continue and strengthen our economic mobilization programs. It is 
only now that we are beginning to feel the impact of materials and 
other shortages. The deficiencies will grow as the military procure- 
ment programs accelerate toward the attainment of the Nation’s 
security goal. 

Let us consider and carefully look at the economic facts. We need 
to analyze the facts about the size of the total demand upon our re- 
sources, the facts about our ability to meet these demands, and then 
face the probable effect upon our economy. 

Outstanding in the current economic picture is the growing size of 
defense expenditures. These expenditures were running at an annual 
rate of around $25 billion at the end of the first quarter—roughly 
double the June rate. But defense orders far in excess of the current 
rate of payments are being placed each month, in line with the authori- 
zations of $52 billion for all national defense purposes already approved 
by Congress for fiscal 1951—and authorizations requested for fiscal 
1952 in excess of this total. 

Defense expenditures are rising rapidly and expectations are that 
the rate by this year’s end will be about double the present rate—in 
other words, reaching an annual rate of expenditures of $50 billion. 
Such a rate will represent 15 percent or more of our total national 
output, and clearly will require an iacreasing diversion of capacity 
and materials from civilian to defense industries. 

Businessmen, anticipating larger markets stimulated by defense 
activities, have increased their programs for new plant and equipment 
expansion in 1951 by around 30 percent from the high total of last 
year. Much of this expansion is desirable and has been encouraged 
by issuance of certificates of necessity and otherwise. But some of 
it is not essential and we may have to screen the use of resources for 
such purposes, as well as their use for consumers’ products. 

Since last June, businessmen have expanded inventories at an annual 
rate of about $17 billion, a third of which represents real increases. 
Some increases in the volume of inventories are needed to facilitate 
expanded output. But inventory controls, as provided for in the 
Defense Production Act, are necessary to prevent increases in excess 
of operating requirements, or for speculative purposes. Without 
regulation, excessive accumulation of inventories adds to the infla- 
tionary pressures and makes more difficult the channeling of materials 
for defense purposes. 

Consumers, with their rising incomes, have expanded their purchases 
substantially. From an annual rate of $186 billion in the second 
quarter of 1950, consumer expenditures for goods and services were 
about $20 billion higher in the first quarter of 1951, reflecting both 
larger quantities and higher prices. It is significant that expenditures. 
for durable goods showed the largest increases. These are the major 
competitors in the use of essential materials required by the military. 
That is why we have had to issue orders limiting the use of scarce 
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materials for such purposes. These orders were made possible by 
the authority of the Defense Production Act. 

The increases in consumer spending since the second quarter of 
1950 have been supported in the first instance by rising incomes, 
but psychological factors have played a part in the total, and more 
particularly in the timing of expenditures. The buying waves which 
reached their peaks in July 1950 and January 1951 were due largely 
to the fears of future shortages and consequent price rises. They 
represent the buying power generated by Government and business 
purchasing. 

Over the coming months, incomes can be expected to rise further. 
“mployment and hours worked will increase; shifts of workers to 
higher-paying industries will continue; and further adjustments in 
wage rates are under way. 

It is true that, despite this rising income, retail sales have slackened 
somewhat from the peak, and the price rise has moderated. In part, 
this has been due to the increasing impact of credit controls, and the 
actions of the Economic Stabilization Agency. As the President 
rightly emphasized in his message recommending extension of the 
Defense Production Act of 1950, the lull is temporary, and _ basic 
inflationary pressures are still strong. 

The increased tempo of our economic activity since June of last year 
is reflected in the rise in our total production, or gross national 
product. This has increased from an annual rate of $272 billion in the 
second quarter of 1950 to around $315 billion in the first quarter of 
this year, or 16 percent. Approximately half of this increase repre- 
sented an expansion in the total physical volume of output—which is 
a substantial rise. Production in the manufacturing and mining 
industries alone increased almost 14 percent. 

We can be proud of the production achievement to date, but the 
price rises which, until recently, have accompanied the expansion 
give no cause for rejoicing. The increase of 16 percent in wholesale 
prices and 8 percent in consumers’ prices reflect the tremendous 
inflationary pressures of the past three quarters. 

The basic problem facing us at this time is that further increases 
in total production will be slower and harder to achieve, since the 
slack in the economy has generally disappeared, while total demand 
will continue to grow. Ubless the direct and indirect controls encom- 
passed by the Defense Production Act are extended and strengthened, 
inflation would continue to take its toll, interfering with the expansion 
of defense production, quite apart from its own disruptive effects. 

Attack is necessary on all fronts. While the long-run solution is an 
expanding economy through increased production, this involves an 
increase in capacity. But it must be recognized that, in the period 
immediately ahead, such expansion competes for the resources needed 
for increasing defense production. The problem is one of balance. 
We have been encouraging expansion in essential industries through 
approval of loans, certificates of necessity, and allocations. We have 
also restricted some expenditures through our orders, and shall have 
to go further. 

As we look ahead we can see that we face two critical years. We 
can ill afford further increases in prices of two percent monthly at 
wholesale and one percent at retail. Orderly contractual relations 
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among producers, suppliers, and labor—essential to maximum pro- 
duction—cannot be maintained on the quicksands of inflation. 

Credit control is essential to reduce the multiplication of current 
income. However, by itself it is not enough. Increases in taxation 
at least sufficient to cover the increased Federal expenditures planned 
for the coming fiscal year should be provided without delay. De- 
mands upon the market must be lessened. 

I make these remarks about the importance of these indirect con- 
trols because I know that the production problems with which IT am 
confronted can be dealt with only if we have adequate anti-inflationar 
measures in effect. The indirect methods of stabilization are essential, 
but we also need the direct price and wage controls. Cost inflation 
quickly reinforces demand inflation. The upward spiral must be 
halted. Direct controls can help while the more fundamental cor- 
rectives are applied. : 

As I have already indicated, the period ahead calls for an increasing 
diversion of materials and capacity from civilian to defense industries. 
In this connection I should like to discuss the work of the National 
Production Authority. I do not propose, however, to cover the NPA 
operations in detail, since these wil be covered presently by Mr. 
Manly Fleischmann, the Administrator. 

The National Production Authority was set up promptly on Sep- 
tember 11, 1950, within the Department of Commerce, following the 
delegation of functions by the President to me in Executive Order 
10161 of September 9, 1950. This prompt action was possible because 
anticipating the need for it, I began immediately following the Korean 
outbreak to draw upon the experience of those within the Department 
and in business who, by their experience in World War II and by their 
talents, were in position to assist in formulating a program that would 
bring immediate and effective results. 

The Defense Production Act created broad priority and allocation 
powers with the purpose of insuring that military and supporting 
industrial demands would be met on schedule. At the same time, it 
was the intention of Congress that the agency administering these 
powers should make certain that there would be a minimum disruption 
of the civilian economy. Meeting these grave responsibilities has 
been an immensely difficult task. While I cannot say that there 
have been no mistakes made or that everyone affected by the activities 
of the Authority has been pleased with its operation, I can say honestly 
that in the first 8 months of its existence, the National Production 
Authority has achieved a marked success. 

At the outset last fall, when the pressures induced by the military 
program began to be felt, the National Production Authority took its 
first formal actions by limiting inventories of materials in short sup- 
ply and by establishing a system of priorities assuring the right-of-way 
to defense orders. 

These initial restrictions had the general effect of channeling 
necessary raw materials into the defense effort, where thev were used, 
in the main, to create additional industrial capacity—which in time 
would contribute to the production of military end products. 

At the same time, the National Production Authority began to plan 
ahead against the time when simple priority orders would no longer 
insure military schedules and would have to be supplemented with 
additional controls. The result of this planning was the recent an- 
nouncement that a controlled-materials plan, based upon the plan 
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used with such success in World War II, would be applied in the third 
quarter of 1951. This plan will cover the use of the three metals basic 
to our economy—steel, copper, and aluminum—in defense and defense- 
supporting operations. It will have the effect of insuring the orderly 
delivery of machinery and components to manufacturers and, in 
turn, the orderly delivery to the Armed Forces of end products made 
by these manufacturers. 

At present, an extension of the controlled-materials plan to consumer 
durable and other civilian goods is not contemplated, a significant 
difference from the controlled-materials plan of World War II. It is 
hoped that sufficient materials will be available after military and 
essential civilian needs are met to provide for the production of civilian 
goods at a high level—about equal to that of 1948 or 1949, which were 
very good years indeed. 

In its operation, the National Production Authority has been in 
constant consultation with representative groups from industry, In 
forming industry advisory committees we have, in accordance with 
the act and in accordance with the long-standing practice of the 
Department, taken care that our industry committees should be 
representative of all members of the industry—large and small. 
We have at all times been consistent with the recommendations of the 
Department of Justice in the selection and use of such committees. 

Through the establishment. of industry advisory committees a 
forum has been provided where the businessmen of the country could 
present their ideas and their problems to NPA officials. Orders have 
been issued only after full and frank discussion. Many orders have 
stemmed from the actual experience of the industries themselves. 
There has been no disposition on the part of anyone in Government to 
force unnecessary controls upon the economy. Controls have been 
applied and willingly followed because industry, by having been in 
on the planning, has recognized the great urgency of our defense effort. 

The National Production Authority follows the policy that our 
defense program should be built upon the broadest possible base. 
We must continually recognize the indefinite and indéterminate nature 
of the demands of defense on our economy and the ever-present danger 
of the need for total mobilization. In furtherance of this policy, the 
Authority has given special attention to using the resources of small 
business to the fullest extent practicable. 

The Office of Small Business has been established within NPA, and 
the Director of that Office is an adviser to the Administrator of the 
Defense Production Administration, where the small-business defense 
activities of the executive branch are coordinated. 

The activities of this Office follow two major lines: (1) facilitating 
the participation of small-business concerns in Government procure- 
ment; and (2) assisting smaller enterprises in the acquisition of ma- 
terials and equipment. These activities include work with Federal 
procurement officers, prime contractors, and other suppliers, and 
particular consideration of the needs of small business in the formula- 
tion and administration of material-control orders. Moreover, tech- 
nical and managerial assistance are provided by the Office of Small 
Business working with other bureaus of the Department. 

This summary of the small-business program reflects my strong 
conviction that assisting and preserving small business are indis- 
pensable elements of the defense effort. 


83473—5i—pt. 1——-27 
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I should like to touch upon one further aspect of NPA’s work, which 
is basic to the current thinking about defense. This is the work which 
has been done by the agency to expand our productive resources. 

The Defense Production Act provided for programs of Government. 
aid to business in order to increase capacity. Of direct concern to the 
National Production Authority is the program of accelerated tax 
amortization and the program of loans to private business to help 
underwrite expansion for defense. The agency is charged with 
responsibility for receiving and processing applications for tax- 
amortization certificates and loans, and with forwarding these, with a 
récommendation to the Defense Production Administrator for final 
decision. 

As of May 5, nearly 900 tax-amortization certificates were processed 
by NPA, covering plant expansion of almost $4 billion. On NPA’s 
recommendation, these certificates were issued by the Defense 
Production Administrator. In addition, about $51 million in defense- 
facilities loans were acted on by NPA and granted by the Defense 
Production Administrator. Obviously, not all of the tax-amortiza- 
tion certificates will be used, since the granting of a certificate does not 
guarantee anything whatever in the way of financing or availability 
of material. The work of processing applications has recently been 
greatly speeded up, with a consequent gain in the rate of achieving our 
sought-for plant expansion. Indeed, it is only by a balanced increase 
of our productive resources that we can hope to superimpose a military 
program on top of a civilian economy. 

I want to stress the importance of extending this act on a flexible 
basis suitable to meet the dynamic conditions which face us. In 
July 1950, I testified before this committee and urged that the author- 
ity be granted by the Congress in terms which would permit the 
greatest possible administrative flexibility in its administration. I 
pointed out that our productive and distributive system is so complex 
that authority which did not permit this flexibility would be likely to 
prove insufficient or to do more harm than good. 

If authority is granted in sufficiently broad terms to allow this 
administrative flexibility, actions to be taken by the Government 
can be tailored more directly to the immediate and varying objectives 
to be accomplished. In enacting the Defense Production Act of 
1950, the Congress adopted this policy. Thus, in its report on the 
bill, the Committee on Banking and Currency of the Senate stated 
that— 

It is necessary that these powers should be broad and flexible because limited 
or restricted or partial authority might even prove insufficient to accomplish the 
desired end in a given situation or might do more harm than good by making it 
necessary to use a shotgun instead of a rifle in order to accomplish a single purpose. 
and the report of this committee contained a similar statement. 

In my opinion, experience in administration of the act demonstrates 
the policy to be a wise one. Let me illustrate what I have in mind. 
Because of the adaptable character of this act, we were able to pro- 
mulgate regulations which prevent American ships and planes from 
delivering materials to Communist China, although at the time this 
act was adopted it was not foreseen that its powers would have to 
be used in this manner. 

It goes without saying that the defense powers must be exercised 
with discretion and caution and to no greater extent than is necessary. 
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The proposed amendments to the act reflect the principle of flexibility, 
and I urge that the Congress in considering amendments to the Act 
continue to follow this principle and grant this authority in broad 
terms allowing action to be taken which can be fitted precisely to the 
immediate purpose to be accomplished. 

I am convinced that failure to extend the authority, as recom- 
mended by the President, would be disastrous, both to the national 
defense and to the sound operation of our economy. 

The Cuarrman. Mr. Secretary, allocations and priorities are in 
the Defense Production Act. If the Defense Production Act is not 
continued, you will be entirely divested of that authority; isn’t 
that true? 

Secretary Sawysr. That is true except for certain cases, such as 
the Rubber Act and export control, but in the main it is true; yes. 

In other words, we could not continue to do the job that we are 
doing in control of steel, for instance, to use one example, without 
the powers which this act contain. 

The CuarrmMan. What part of the national production is used 
directly for the national defense in the armed services? 

Secretary Sawyer. At the moment, I am not sure what it is. It is 
a relatively small percent compared with the final figure, which will 
perhaps run as high as 20. I think I mentioned that in my formal 
statement. 

The CHatrMAn. What has been the average rise in prices since 
Korea? 

Secretary Sawyer. I don’t know exactly what, but they were 
going up at one time at the rate of 2 percent a month, and one time 
at the rate of 1 percent a month. I think the last figure was 1 percent 
a month in January. 

The Cuarrman. It has been testified here that increases in prices 
have reduced the purchasing price 20 percent since the opening of 
hostilities. 

Secretary Sawyer. It is true in various areas; but, as far as military 
is concerned, the rise in prices has brought down the volume that can 
be bought by the original amount by 25 percent. 

The CuarrMan. The dollar has lost one-fifth of its purchasing 
power. 

Secretary Sawyer. One-fourth. In some areas it has not been 
as great, but our greatest interest is in preparing our defense, and in 
many of those areas the price increases have been alarming. 

The CuarrMan. If we can only buy three tanks, three battleships, 
three planes, where you could buy four before, it is the same as losing 
them on the battlefield. 

Secretary Sawyer. As far as the building of planes, it is. 

The CuarrMan. You want to develop small business. I have a 
good many complaints from the small-business people in my district. 
Almost all of them are small-business people, with regard to obtaining 
defense contracts. Some of those people are engaged in using strategic 
materials—copper, aluminum. How would they proceed? What is 
the general method for them to proceed in order to obtain defense 
contracts? 

Secretary Sawyer. As I think you know, Mr. Chairman, quite 
awhile before Korea, I had worked out an agreement with the Depart- 
ment of Defense in the General Services Administration, by which 
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procurement administration was made available in all the regional 
and district offices of the Department of Commerce. I might explain 
that by saying that prior to that it was almost impossible for a small- 
business man to know what the Government was buying, when it was 
buying it, what the conditions of the purchases were, and how he could 
put in his bid; and, furthermore, there was such a short period of time 
between the offer and the bid date that in most cases, or at least in 
many cases, the little fellow simply could not get his bid in in time to 
do him any good. So, he just didn’t bid at all. 

As a result of the agreement which I made, we had available before 
Korea in all of these offices a vast amount of information about what 
the Government proposed to do in the way of procurement, and it was 
effective. We had many examples of cases where small-business men 
were able to get Government contracts which they had not obtained 
before; and, likewise, on the other hand, it enabled the Government 
to save money, because in many cases they found by getting new 
outlets they were able to let their contract more cheaply than they 
could have dene otherwise. 

However, it is true that since Korea there has been a tendency on 
the part of the Military Establishment, a perfectly normal tendency, 
I think, in view of the urge on them to get the job done quickly, to 
let contracts where they can get the quickest response and where 
there is no need to check on the responsibility of the bidder, because 
he is well known, having done business with them before, and, also, 
there is a tendency to resort to so-called negotiated contracts rather 
than bids in connection with the military program. We have under- 
taken, by setting up this activity or transferring it rather from 
Commerce to NPA, although NPA is in Commerce, to recognize the 
needs of the small-business man and to see that, by constant contact 
with the military, so far as we can persuade them to do so, they 
give him this information. 

To answer your question, there are other ways in which we are 
trying to and are helping the small-business man in connection with 
these shortages. It is perfectly clear that when a material is in 
short supply the big fellow has an advantage in getting what he needs 
for his manufacturing processes. He knows where to go; he has 
unlimited credit facilities; he knows he can operate in connection 
with transportation more effectively than the little fellow; and so 
all of the advantages, when the materials are in short supply, are 
with the big-business man. 

The first order that I think was issued in NPA, or at least among 
the first of those orders, was an order requiring that steel mills deliver 
15 percent of their output to warehouses, because it was known that 
it is the warehouses where the small-business fellow buys his steel. 
If it hadn’t been for that order long ago and shortly after we began 
to operate NPA, the little fellows would probably have been able to 
get no steel at all, or at least only a very small amount. 

There is no doubt that that order was helpful, but we didn’t stop 
there. In fact, most all of the allocation priority orders are for the 
purpose of helping the little fellow. As I might say, in each of these 
orders, which will be explained to you in more detail by Mr. Fleisch- 
mann and others operating NPA, there are provisions for distress 
cases and cases of inequity, so that those who are smaller business or 
large business, for that matter, and so forth, who are affected in a 
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particular way by an order, can appeal and have their specific case 
decided or modifications made. That has gone on to a great extent, 
for instance, in connection with rubber. 

Some weeks ago at that time there had been over 350 adjustments 
for small-business men who needed rubber and were unable to get it. 

The Cuarrman. You say big business has a natural advantage and 
it is often necessary for small business to pool its resources with other 
small businesses. Do you encourage that? 

Secretary Sawyer. I think that that is probably an excellent thing. 
It was tried in World War II with some success. “Of course, it should 
be done with the knowledge of the Department of Justice and if we 
were given authority to do that, that is the way it would be carried 
out. Ido think that there are possibilities for helping small business 
in that connection or by that method. 

The CHarrRMAN. I am sure that you feel that to achieve full pro- 
duction we have to encourage small-business men to the fullest extent. 

Secretary Sawyer. There is no doubt about that. We have almost 
4 million business units in this country. It is to me unthinkable that 
the whole defense program and our civilian program, too, would be 
carried on with only a small fraction of those businesses operating. 
Of course, one of the things which must be watched is the subcon- 
tracting by principal contractors to small business and wherever we 
can encourage a distribution of subcontracting, we are doing it. 

The CHarrRMAN. Some of these small businesses have to necessar- 
ily use strategic materials in their civilian production. 

Secretary Sawyer. Many of them do. 

The Cuarrman. And unless they can continue to use that or get 
into defense production, they are just out of business. Do they have 
any priority in reference to obtaining materials? Do you make any 
special effort to put them in defense production? 

Secretary Sawyer. Oh, yes; we are making it continually and will 
make an even greater effort than we have made. There is no doubt 
but what the small business in many cases needs the critical material 
just as much as the big business does, but, as I said before, he doesn’t 
nave the opportunity to get it. 

Of course, with these so-called DO orders, we do create a certain 
priority, but the controlled-materials plan, which I mentioned a 
moment ago and which will be discussed before your committee in 
detail, is aimed to eliminate the bottlenecks which arise when we will 
say eight men with a DO order go in the same place and create the 
impression of a shortage of material when, as a matter of fact, while 
it 1s short it isn’t by any means as short as it might appear to be. 
We think that that program is necessary and, as you duobtless know, 
all the members of your committee, it has been indicated on many 
occasions that that is the feeling among the small-business men 
throughout the country and, for that matter, among practically all 
businessmen. They are not unanimous, but I think a majority are 
clearly in favor of it. 

The CuarrmMan. What I had in mind was an organization in my 
district that has been using copper and brass in the remodeling of 
the House and Senate Office Building. They are unable to get any 
contracts with reference to national defense and the materials they 
use are scarce. It might be that they will be out of business unless 
they can find some way to get in the defense effort. I suppose there 
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are a great many other corporations in the same condition as these 
people. What I want to know is if there was any effort to continue 
these people in business in reference to the national defense? 

Secretary Sawyer. There certainly is; to answer your question 
specifically, I think it probably can be enlarged and we are perfectly 
willing to enlarge the activity in the Department of Commerce, if that 
is where it should be placed, in an effort to encourage the Military 
Establishment to do the very thing you are suggesting, and, also, to 
take specific cases and bring them to their attention. 

Of course, like everything else, it isn’t done by talk and by gesture. 
It will require a concentrated effort and a continued effort on the part 
of the agency handling it. 

I, myself, think that the desired result is more likely to come from 
an organized activity outside of the Defense Department than within 
it, although they are making a very sincere effort in the various 
branches of the Defense Department to recognize the needs of small 
business, but their primary job is to get ready to fight. It seems to me 
that there is a great deal to be said for not loading them with responsi- 
bility in that effort, of trying to decide whether a contract should go 
to a large or small business, although they are recognizing, as I say, 
the needs of small business. 

The CuatrMaANn. I am sure your department would have great influ- 
ence over them. 

Secretary Sawyer. I don’t know. I will say this: They have co- 
operated with us for over a year now, long before Korea, admirably 
and aré still doing so. 

The CuarrMan. I feel confident that the business interests will feel 
secure at your hands, 

Secretary Sawyer. As you know, Mr. Chairman, I have stated on 
many occasions, I think that American business is the most important 
part of our economy. It is not only entitled to be protected but it is 
entitled to be encouraged and I don’t apologize for trying to encourage 
it. 

Mr. Tatu. Mr. Secretary, when you were before this committee 
the last time, I inquired about your licensing program. 

Secretary Sawyer. Are you talking now about export control? 

Mr. Tauyie. Export control; yes. As I understand it, the purpose 
of that program is to safeguard such commodities as are in very short 
supply here. 

Secretary Sawyer. That is part of the job; yes. 

Mr. Tavuie. And then if we can spare some, it should go to our 
friends. 

Secretary SawypR. That is one way to put it. In other words, we 
are undertaking, dealing only now with the short-supply days and not 
the security phase of the operation, to see that within reason the 

‘American economy is adequately supplied with the materials that it 
needs. Of course, the truth of the matter is that in connection with 
many critical categories, there just isn’t enough to go around. 

I am talking now about the world and I am also talking about the 
United States of America. That is true, for instance, of sulfur, of 
which you have doubtless heard a great deal lately. It is true of 
many other things. We do try to make an equitable distribution, but 
I hope we don’t overlook the needs of the American economy in that 
connection, especially the needs for defense. 
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Mr. Tate. My reason for mentioning this matter at that time was 
that I had read a number of articles about what had been going on and 
what was going on, and I have read some more since then, and I have 
tried to get some information, some of which was supplied by your 
Department, Mr. Secretary, and it appears that at least some quan- 
tities of scarce commodities that have been shipped from our country 
under export licenses have been reshipped by our reputed friends and 
that the commodities have arrived behind the iron curtain. That 
must be true, because there was a substantial controversy in England 
in connection with the recent election about it and only last night I 
heard over the radio that the United Nations had taken some notice 
of that situation. 

I should like, if you will, to report anything new in the way of 
information about that matter. 

Secretary Sawyer. You referred to scarce commodities, but the 
controversy has been mostly with reference to strategic commodities, 
those that have value from the standpoint of their war-making 
potential. 

fog Tate. That is right. I had strategic materials principally in 
mind. 

Secretary Sawyer. As you know, I am sure—I think I testified to 
this before—it has been my view for over 2 years that we should get 
the same kind of control over the shipment of those materials from our 
friends and allies that we are imposing ourselves. There has been, 
particularly within the last few months, substantial progress made 
along that line. 

Of course, unless you are in a position to order somebody to do 
something, it requires some negotiation to get the other fellow to do it, 
especially if you are dealing with a large group, with many involved and 
important factors to consider. I do say to you that I am gratified 
that the British have taken the position in connection with the ship- 
ment of rubber, because I advocated that many months ago, at a time 
when rubber was high-priced and in short supply here it was rather 
ridiculous to see it shipped in large quantities to China, who was 
fighting us in Korea. to. some areas it has been stopped. Of 
course, there are sources of rubber available to them, but I think we 
can be very much pleased at what the British have done in that 
connection, and I think it will be helpful all the way around. 

Other items, of course, are the subject of the same scrutiny and the 
same program. As far as we, ourselves, are concerned, I think we 
have done an acceptable and a fairly thorough job. Of course, one 
of our serious problems involves a case of this sort where we are re- 
fusing to ship a certain item behind the iron curtain and yet are giving 
some assistance to a country to manufacture that item where that 
particular country isn’t putting an embargo on. 

That is true in certain cases, for instance, in Germany. We had 
one just recently. Isaid to ECA that T saw no reason why they should 
furnish money to permit the building of a thing that could be shipped 
perhaps or could be shipped to Poland or Czechoslovakia or Poland 
or Russia, when we were refusing to do the same thing directly. 

Mr. Tate. One of the iar aro I inquired about was Hong Kong 
and how the. trade was going on there. 

Secretary Sawyer. We shut Hong Kong—of course, we shut China 
off completely, as you know. We shut Hong Kong off from every- 
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thing except what would be used in Hong Kong. As you know, I 
am sure, we aroused a great deal of opposition and criticism. I was 
criticized in various places for it, but we haven’t changed that policy. 

Mr. Taxus. It seems there is a Portuguese port by the name of 
Macao, nearby, and there the trade goes on free for all and Red China 
can get, anything she wants. 

Secretary Sawyer. The same is true with Hong Kong. Our 
restrictions are applied to Macao and Hong Kong. Both of them 
are not under our control. I can’t say anything about what goes 
from Singapore or some other place. I can only” control what goes 
out of this country and we are trying as effectively as we can to do that 
and also urging that our friends apply a similar policy. 

As you mentioned a moment ago, the United Nations approved that 
policy just yesterday, or a committee of the United Nations. 

Mr. TAaue. So it is necessary not only to look at the commodities, 
but it is necessary to make a second inquiry into who our friends are. 

Secretary Sawyer. That should be a continuing inquiry. 

Mr. Tauue. Will you supply some information, Mr. Secretary, for 
the record? 

Secretary Sawyer. Certainly. 

Mr. Tauxe. Will you indicate for the record the commodities that 
are under export control. 

Secretary Sawyer. I file with this Congress quarterly a statement 
which shows exactly that. I will send to you the last report which 
I think has been available and it will show you exactly what they 
are. I will be very glad to do that. I will see that you get that 
personally. 

Mr. Tatue. Following World War II, some commodities were 
dropped from the controlled list. Some have been under control 
continuously. What is the latest report? 

Secretary Sawyer. Oh, that so-called positive list varies, continu- 
ally. I insisted, insofar as possible, we reduce the controls on export 
and I did it, first, because I believe in saving the taxpayers’ money 
where I can, and secondly because it is annoying for the exporters, 
it puts him to a lot of trouble and, therefore, unless the controls are 
not needed, we have tried to eliminate them. 

As a matter of fact, before Korea for 4 or 5 months we had reduced 
the number of commodities that were under control. I am talking 
now about the short supply phase of the matter, not the security 
matter, because the two are wholly separate, but since the war in 
Korea began, of course, we have had to increase controls drastically, 
which means we have had to put on more people and it has been a 
much larger operation. 

Mr. Taiz. What I had in mind is a list of commodities that you 
refer to as being on the positive list. 

Secretary Sawyer. Yes. The positive list means those that are 
under control. There are, of course, thousands of items that are 
exported and many of those are not controlled at all, but there is no 
reason why they shouldn’t be. 

Mr. Tatue. Yes. I had in mind a review of your current positive 
list. - 

Secretary Sawyer. I will see that you get that. 

Mr. Tatie. Thank you, Mr. Secretary. That is all. 
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Mr. Parman. Mr. Secretary, I was much interested in your state- 
ment. I think it is a very fine statement, comprehensive and very 
instructive. It will be helpful to me as a member of the committee 
in passing on this bill. 

I was especially interested in what you had to say about your 
efforts to help small concerns. 

Now, I recognize and I realize that you and your organization, 
through the NPA, have been making a sincere and vigorous effort to 
be of assistance to the small-business man. It is my belief, however, 
after giving a lot of thought and consideration to it, that you probably 
do not have the power under the present law to give the small concerns 
the opportunity that you would really like to give them. 

Specifically, what advantage could you give a small concern in a 
competitive situation between a large concern and a small concern 
in an effort to obtain a contract to manufacture goods in the war effort? 

Secretary Sawyer. You mean could I order a Military Establish- 
ment to give it to a little fellow as distinguished from a big fellow? 

Mr. Parman. Yes. 

Secretary Sawyer. No. 

Mr. Parman. You have no power. That is exactly right. The 
statute does not specifically authorize it and, therefore, you cannot do 
it under existing law. I realize that. 

Now, then, you mentioned about the agencies being primarily con- 
cerned—I am talking about the Army and Navy and Air Force and 
those concerned principally with a successful prosecution of the war, 
but primarily they must give attention to winning the war, ultimate 
victory, and they are not concerned primarily with the granting of 
these contracts to big business or little business. They are thinking 
of ultimate victory; that is right, I agree with you. 

In doing that, as you aptly stated, too, it is much easier to deal 
with a large concern because there is no investigation as to a credit 
rating or ability to perform or the know-how, and so forth. They 
can give it to a large concern and then if anything comes up, any 
flaw in the deal or anything, mistakes made, or any delay, why the 
procurement officer is always in the clear because he dealt with a big 
concern who had the ability to do it, therefore, it could not be criti- 
cized, whereas, if he dealt with a number of smaller concerns and the 
procedure broke down, somewhere along the line probably he could 
be criticized about not using that diligence necessary to detect the 
flaws in it before he made the contract. 

Secretary Sawyer. You are exactly right, but it is interesting to 
note that within my Department and within the NPA, in connection 
with the issuance of certificates of necessity, strangely enough we 
have been critized largely for those that we issued to smaller concerns. 
If we had been operating on the theory that we wanted to avoid 
criticism, we perhaps would not have done it, which certainly applies 
to all agencies, including the military. 

Mr. Parman. I have an opinion about that that I think I will 
express now. You know the large steel companies have a very fine 
public relations organization, one of the finest in the country. Natur- 
ally, they want the heat off of Big Steel. Therefore, they had the 
heat put on the little fellows, first, so as to take the attention off of 
them, which is a very smart thing. I commend them in their efforts 
to protect their clients, which they did. 
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I recall that they picked out the Lone Star Steel, the only small, 
independent concern, owned by just farmers and little businessmen 
in the Southwest, and the whole organization picked that out for 
criticism, when that concern was merely riding along on the law that 
was gotten through for the big fellow, it was just incidental. 

Secretary Sawyer. I don’t think it was gotten through for the big 
fellows. It was gotten through for everybody, although I am not 
trying to qualify your statement. It is your statement, not mine. 

Mr. Parman. I am not saying that anyone was sponsoring it just 
to help the big fellows, but without their help, I suspect, Mr. Sawyer, 
it would not have gone so far and with their opposition, it wouldn’t 
have gone anywhere, 

Secretary SawyprR. You are an expert on Congress and I am not. 
Congress is the one who made the provision. 

Mr. Parman. I am talking from a propaganda standpoint and I 
know there is propaganda around here on Capito! Hill like any place. 

Mr. McDonovan. Both of you ought to be expert on that. 

Mr. Parman. That is part of business, propaganda, too, as well as 
politics. 

In the Small Defense Plant Corporation Act, the proposed act, the 
bill, H. R. 1600 here in the House, and S. 533 in the Senate—com- 
panion bills—an effort is made to restore for all practical purposes 
the Smaller War Plants Corporation that was brought into effect 
during World War II. If that bill becomes a law, then you will have 
an agency that will do the very thing that the procurement agencies 
would like to have done now but which they cannot do for lack of 
time and there is too much responsibility on them, if they undertake it. 

Specifically, I refer to the screening of these little concerns. Durin 
World War II the Smaller War Plants Corporation screened a 
little concerns in America. They first took a census, an inventory, 
to find out what they had in the way of machine tools and exactly 
where they were all over the United States and to find out exactly 
what could be made at any particular point and they knew all about 
the transportation facilities, as well as the manufacturing potential 
and everything else. 

Having that knowledge and information, members of that Board 
could take a prime contract, if necessary, and allocate that prime 
contract to responsible people all over the United States. They had 
already screened them and knew exactly what they could do and 
they knew everything that the procurement agencies now don’t know 
and are not willing to take the responsibility on. Therefore, they 
were in a position to immediately help the small concerns. 

When the small defense plant bill becomes law, one of the first 
things that is contemplated, will be the screening of all little con- 
cerns in America. Then, if there is a competitive situation arising 
before any procurement agency, and the agency, the Army officer, 
the person who is letting the contract, says, “‘Now, this concern, 
A, here, this little concern, I would really like to give it to that con- 
cern, but I don’t know anything about it, I don’t know anything 
about the credit rating. I can’t afford to do it; here is Mr. Big 
here, Mr. B, I know all about him, he is rated. There is no respon- 
sibility on my part if I give it to Mr. B, so I will just have to give 
it to Mr. B,” but with this small defense plant bill in effect, the 
member of that Board, I mean the person in charge of it, could 
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immediately advise that procurement officer that he is running no 
risk in giving the contract to A because they have screened him, they 
know all about him, he is perfectly all right, here is a list of what he 
has got, here is a list of what he has done in the past. 

Now, a letter or statement from the Small Defense Plant Corpora- 
tion to this procurement officer would put him in the clear. He 
wouldn’t have that liability and responsibility for dealing with the 
small concern that he would have without somebody to help him on 
it and to bolster him up and show him that the concern could do the 
work. 

Don’t you agree that that would be a good thing, Mr. Sawyer? 

Secretary Sawyer. That is a pretty long question. 

Mr. Parman. No; it is not a long question. You went over it, 
yourself. 

Secretary Sawyer. I will answer it. 

Mr. ParmMan. You went over it yourself and said the big man had 
an advantage and told why in better language than I can. 

Secretary Sawyer. I will answer your question. I am always more 
impressed by results than I am by conversation. 

Mr. Parman. We all agree. 

Secretary SawymR. So I undertook to examine exactly what the 
Smaller War Plants Corporation accomplished during World War II. 
I found in the top year it employed 2,800 people, I think it was, and 
spent quite a large sum and it did, of course—there is no doubt but 
what it did accomplish results for the little fellow. I am in favor of 
some effort to give the power, which you have indicated, to some 
Government agency. Personally, I have stated this on a number of 
occasions. I am against the creation of new agencies if it can possibly 
be avoided. 

Mr. Parman. I will join you in that statement, too. 

Secretary Sawyer. Temporary agencies tend to become permanent. 
The first thing they have to do 1s get a staff, then they have to get a 
lot of economists and usually some lawyers and then they have to get 
space, of course. They are in competition with existing agencies for 
personnel, and it seems to me the arguments against creating new 
agencies, except where they are absolutely necessary, are very strong. 

It, therefore, seems to me that the real question is, admitting that 
something is desirable to give a greater representation to the small 
business need, whether this will be put in an existing agency or whether 
you will create an entirely and wholly new and independent agency, 
which I think probably will operate as I have indicated. 

My own feeling was, after having asked my associates in the 
Department of Commerce to find out what had actually been done for 
small business, that probably the creation of a wholly new and inde- 
pendent agency was not necessary, was not desirable, as against 
putting the operation within an existing agency. 

Does that answer your question? I am not trying to avoid it. 

Mr. Parman. I don’t think it does, Mr. Sawyer, because you are 
putting small business, you are subordinating it to just the creation 
of a new agency, principally. I think that is a very small matter, 
the question of whether or not it is a new agency or existing agency, so 
far as helping all of the small concerns in America is concerned. 

Secretary Sawyer. I think it is. 
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Mr. Parman. For that reason, I don’t think that you attach to it 
the importance that the subject really deserves, although I agree with 
you, not to have a new agency if it can be avoitled. 

Now, I have a suggestion to make on that. The President has 
recently reorganized the RFC, and the reorganization plan has gone 
through both Houses, stood the test, and it is approved, and he 
appointed the best man, I think, in the United States for it, that is 
Stu Symington. I think that we could very well afford to put this 
agency under RFC—not under RFC, but make Stu Symington the 
head of it, work along with it like they did the Defense Plants Corpo- 
ration—I mean the other subsidiary corporations, during World 
War II. 

We had a lot of them. You remember them. We had a lot of 
them. We can work it the same way and that has an additional 
advantage in this, that the old Smaller War Plants Corporation was 
transferred to the RFC and a lot of the personnel of the old Smaller 
War Plants Corporation, a lot of them are over there now at the 
RFC, so you have got the foundation, the basis for a new organization 
right there and the old Smaller War Plants is in RFC. In that way 
you wouldn’t have to have a new agency. 

I haven’t discussed it with Senator Sparkman, who is sponsoring the 
bill in the Senate, but personally I would be willing to put it with 
Stu Symington. In that way, the Secretary of Commerce has his 
finger in the pie, too, because he is consulted 

Secretary Sawyer. It isn’t pie; it isn’t pie, Congressman, whatever 
he has his finger in. 

Mr. Parman. That is an unfortunate word to use. I will take that 
word out. I don’t meanit that way. What I mean, they would have 
the benefit of your fine judgment in the matter, anything that should 
come up, why, you would be consulted about it, and other agencies 
would be consulted about it, so it would be a fine thing for everybody. 
I think that that is an answer to your new agency business. Don’t 
you think that is a pretty good answer to it, just the new agency alone? 

Secretary Sawyer. I think that that is, perhaps, if 1 may say so, 
more of a statement than an answer, Congressman, but I am perfec tly 
willing to comment on that. 

Of course, when the RFC was organized in 1933, it was supposed to 
be a temporary agency, but it has had a pretty good life so far. 

Mr. Patrman. Well, I think it has had a very useful life. Don’t you 
think it has had a very useful life? 

Secretary Sawyer. I do, too. 

Mr. Parman. And very constructive. 

Secretary Sawyer. But I will say this, that to me it is a matter of 
indifference where the operation is put. Tt should be put where it can 
be handled and I share with you your feeling about Mr. Symington 
and so forth. I think that whoever gets it will find that—and as far 
as I am concerned, I believe it will be a very troublesome problem like 
a good many others we have today because it will be impossible to 
live up to all the advance notices about what can be done for the 
small-business man. I wish to be frank about it. There are limits to 
what you can do. But I do feel that where possible we should use the 
existing agencies, for the reasons that I have stated—there is no point 
in repeating them—TI think you will get an equally good result. 
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The alternative is not between doing something for the small- 
business man or not doing it for him. I am all in favor of doing it. 
The question is, how do you de it, to get the best result, not to talk 
about it, but how do you get the best result. 

I am not too sure about it. I do think that perhaps somewhere the 
lodging of some additional power would accomplish it, of the type of 
thing that you suggested. 

Mr. Parman. Lodging of additional power with Commerce? 

Secretary Sawyger. No; I didn’t say with Commerce. I said 
“somewhere.”’ 

Mr. Parman. Lodging additional power somewhere? 

Secretary Sawyer. Yes; and I prefer to see it go into an existing 
agency. 

Mr. ParmMan. Well, the RFC is an existing agency. 

Secretary Sawykr. Yes, sure. 

Mr. Parman. Right now, you have made out the best case for that 
bill, Mr. Secretary, that I think could possibly be made and one much 
better than I Stn 6 make, because you are in the position——- 

Secretary Sawyer. You underestimate yourself, Congressman. 

Mr. Parman. No,no. I want to have the factsand background. I 
don’t have the facts and background like you have. You made the 
best speech for it that has been made around when you said that the 
big concerns have this natural advantage and you said just exactly 
what is true; you are just telling the truth about it. 

Secretary Sawyner. Well, I thank you. 

Mr. Parman. Under existing law there is no way on earth for these 
agencies to help the small man just because he is small, but if you 
pass this additional law, then they will have an opportunity under the 
law to grant them real aid, not to give them any special subsidy or 
anything like that but just to give them equality or opportunity, I 
guess we could call it. 

For instance, under the Defense Plant Corporation Act, suppose you 
wanted certain tractors built or even tanks or anything else that you 
could conceive of—except the very large equipment, of course; 
necessarily that must go to certain large concerns; but the ordinary 
equipment that is to be made, this Defense Plant Corporation Board 
can look through its file and pick out people all over the United States 
right now that can take the prime contracts to make this particular 
item and do it just as well and just as soon as a big concern. In doing 
that, it is serving the public interest because its distribution is all over 
the country instead of under one roof. That has an added advantage. 

If the small man gets the benefit of a prime contract like that, he 
gets something free with a profit. He comes in on the cuff. That is 
where the pie really comes in. That is where the word “pie’’ should 
be used. He gets his part of it but if the big man gets the prime con- 
tract and the little fellow gets the subcontract, the big fellow has the 
cream of the crop and the little fellow doesn’t get much of that 
cream; he just gets some of the crumbs, sometimes, off the big fellow’s 
table. ; 

Then in case of a slow-down in the war, or a cut-back, the little 
fellow is cut off first—right now. The big fellow, of course, is not 
hurt. He has enough left to keep him going; so there are many 
repercussions to this dealing with big business—many repercussions 
which are very harmtul to the onaat welfare. 
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I sincerely hope that you will stand by your convictions that the 
smaller concerns—and I know you will, because you are not a man who 
ever backs up —must be substantially aided in this war effort, and the 
fact that you recognize under existing law that it cannot be done, it 
cannot be done and a little concern cannot be helped as such, that a 
new law must be necessary and I don’t believe the Defense Plant Act 
can be improved. Therefore, Mr. Secretary, it is not being done with 
any insinuation that you are not trying to do your best. I believe 
that you are. It is not to be construed as a reflection on you or the 
other good people in your Department who are working with you and 
who are making a sincere effort to help small concerns, but I expect 
to insist on putting the Defense Plant Corporation bill into this bill as 
an amendment and I hope that it is approved because that is the only 
way we can do it. 

Secretary Sawyer. I would just make this one comment on your 
statement: 

You said that it was impossible without some such change as this 
to do anything at all for small business. 1 respectfully suggest that 
that is not correct. We have been doing a great deal for small busi- 
ness already and will continue to. 

Mr. Parman. Yes, I recognize that, Mr. Secretary; I know, but 
there is a limit. You mentioned it a while ago. You put your finger 
right on it. You see they need materials quickly. They can deal 
with the large concerns right now—no liability, no responsibility on 
the part of the procurement officer; it is all right. If anything hap- 
pens, he is not blamed—he dealt with the biggest concern in America— 
but if he deals with the small fellow he has that responsibility of know- 
ing whom he is dealing with and he doesn’t have the personnel to 
properly screen those people. He couldn’t do it if he wanted to under 
existing law. ' Therefore, it is in the public interest to set up an agency 
that will be charged with the duty of screening these people and 
knowing what they can do and being ready, whenever the contract 
is to be let, to certify them as able and willing to do that work. 

The CHarnMAN. Mr. Deane. 

Mr. Deane. Mr. Secretary, does the Department of Commerce 
determine the inventory that may remain from World War IT that 
might be available in any defense effort? 

Secretary Sawyer. The Office of Defense Mobilization, as I under- 
stand it, which is, as you know, under Mr. Wilson—and he has 
already testified here—I think he is undertaking to do exactly that. 
I made some inquiry of my own Department. We are prepared to 
do that, although that inventory is largely in the Military Establish- 
ment. I take it that you refer to what is under their control, not 
critical materials. You are not talking about the stockpile; are you? 

Mr. Deane. No, I-am thinking about—take, for instance, Sep- 
tember and October 1949. I was on Guam, and they had assembled 
from all the Pacific islands all the military equipment. It looked to 
me as if there was enough on the island to almost sink it. 

I am wondering what is happening to those supplies. It included 
all kinds of war matériel, road machinery, and sundry type of equip- 
ment. 

Secretary Sawyer. What has happened, Congressman, I don’t 
know, but I certainly agree with you that any program of procure- 
ment should take into consideration what is already available from 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 427 


World War II and I am assuming that the Defense Department, 
which is charged with the responsibility for getting new equipment 
of that type, is doing just that. I think the answer to your question 
would have to come from them because that is primarily’ their 
responsibility. 

Mr. Deane. I don’t know if we are going to have them before us 
and that is why I wanted to get something into the record about it. 

I furthermore was advised that during World War II the auto- 
mobile manufacturers had written into their contracts a provision 
whereby fione of this equipment or at least certain types of equip- 
ment could not be sent back to this country at the end of the war. 
Is that true? 

Secretary Sawyer. The Congress passed an act with reference to 
the disposal of surplus war matériel and under that act the matériel 
which was bought abroad—and this is a pretty good illustration of 
how things can change and change rapidly, because at that time 
the concern was if we brought these materials back here, it would 
stop the production of similar materials in this country and throw 
people out of work and therefore the desirable thing was not to have 
them brought back. That was the law, with this exception: 

That if—I think the Department of Commerce was originally— 
I know it now has.the power—-the Department of Commerce decided 
that there was a shortage in this country of the particular material, 
they could in any specific case say that it could be brought into this 
country, and there were a few instances where that took place. 

Is that the point you have in mind? 

Mr. Deane. That is true. In other words, the responsibility of 
that procedure will rest on Congress because they pass the laws. 

Secretary Sawyer. No; the only responsibility Congress had was 
to decide in a given case 

Mr. Deane. I mean Congress, thev pass the law. 

Secretary Sawyer. Yes, I am sorry. 

Mr. Deane. What agency of the Government has an inventory of 
all ships that are in the hands of the Soviets at this time? I under- 
stand that they have a large number of ships and they have refused 
to release them. 

Secretary Sawyer. I am sure that either the State Department or 
the Military Establishment would. Of course, I have in my Depart- 
ment an inventory of our own ships that were in mothballs and many 
of which have been released, as you doubtless know, since Korea. In 
fact, the Inchon landing was made by reason of the ships we took out 
of mothballs and turned over to the Pacific commander. But I think 
to answer the question about the ships that the Russians got, that 
would come either from the military or State Department. We 
don’t have that. 

Mr. Deann. What use is going to be made of the available Liberty 
ships and others that are now in mothballs before we enter into a great 
shipbuilding program? 

Secretary Sawyer. They are being released very rapidly. There 
is a terrific demand for shipping today, as you doubtless know. As I 
said, we released, I think, 130 ships for the Korean operation. That 
was done within a very short time ‘after the war began and we have 
been releasing them continually, both Victory ships and Liberty ships 
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I think all the Victorys have been réleased, and others. They are 
being used now to ship—well, ship grain to India, for instance. 

Mr. Deane. Whom are they being released to? 

Secretary Sawyer. Some to ECA, some to the Navy. The ships 
that I spoke about first were released to the Navy. 

When the Maritime Board was created in my Department a year 
ago, I think there were over 2,300 ships in that mothball fleet. I may 
comment that if we had not had them, we would have been in a very 
dire situation. That has proved to be and will be in the future a very 
great asset. 

Mr. Deane. As to the production of steel and critical material, 
which is strategic besides steel, aluminum, and copper, that might 
become in short supply? 

Secretary SawyER. Oh, there are many that could become in short 
supply, and are. For instance, cobalt is one. 

Mr. Deanne. Take steel, for example. What is the total produc- 
tion in millions of tons? 

I have asked this question of two previous witnesses and each one 
gave a different answer. What is the present production of steel? 

Secretary Sawyer. At least that shows that your previous witnesses 
and I were not in collusion. I don’t know for this reason: 

The production goes up and down. It runs sometimes 99 percent 
of so-called capacity, other times 104 percent. The theoretical 
capacity now of production is running considerably over 100,000,000 
tons and by the end of 1952, as you doubtless know, by reason of the 
increase in steel capacity, it is hoped to run it up to 117—between 
117,000,000 and 120,000,000 tons. 

Mr. Deane. At that particular time, what part of the production 
will be allocated for defense purposes? 

Secretary Sawyer. All that is needed. Some estimate it will run 
about 20 percent. 

Mr. Deane. And that remaining, how will that be distributed? 

Secretary Sawyer. It will be distributed for the most part here in 
this country. Some of it will go abroad, of course. 

Mr. Deane. What percentage do you think might go abroad? 

Secretary SawyrR. Oh, very small; 2 or 3 percent. 

Mr. Kitsurn. Mr. Chairman. 

The Cuarrman. Mr. Kilburn. 

Mr. Kinsurn. I always enjoy having you as a witness. You are 
one man in Government in whose judgment I have confidence. I 
realize your job is materials, but I would like your opinion of this bill. 

The main point of the bill, as I understand it, is to prevent inflation? 

Secretary Sawyer. I wouldn’t say that the main job is to prevent 
inflation. The main job is to gear ourselves for the necessary produc- 
tion for defense without upsetting too drastically the operation of the 
civilian economy. 

Obviously, one of our problems and in my judgment one of our most 
serious problems is inflation. It is equally obvious that this terrific 
demand of the military, imposed upon a demand which last June was 
at practically an all-time high for the civilian economy, will tend to 
produce terrific inflationary pressures. 

If vou have in the back of your mind price control and wage 
stabilization and so forth—of course, that has not been given to me, 
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fortunately, perhaps I should say, but I would not undertake to 
comment on those phases of the bill. 

As far as what I have been dealing with in Commerce, it has to do 
with an equitable distribution of the available materials, a proper 
recognition of the defense needs which I think we all agree come first. 
I am not trying to avoid answering your question. If you want to 
ask it another way, I will be glad to try to answer. 

Mr. Kitsurn. Of course, what you have said about the allocations 
and so forth, we are not going to get it, if we have inflation in this 
country. 

Secretary Sawyer. We are only going to get part of what we would 
otherwise get with the same amount of money. 

I might make this comment: I think there has been too much of a 
tendency to measure the success of the military program in terms of 
dollars. We say we have spent so many billions of dollars and we 
are putting orders in at so many billions a month, as if that, in itself, 
were an accomplishment. It seems to me that the emphasis should 
not be put‘*upon the dollars, but the materials that are produced. 
That is the only real accomplishment—how much we get. 

There isn’t any doubt but what the inflationary impact of the last 
few months has reduced the amount of end products which are and 
will be available. There can’t be any doubt about that. In that 
sense, and perhaps that is what you have in mind, it certainly is 
important in connection with the defense program to keep these 
inflationary pressures down as much as we can. 

Mr. Kiisurn. I think it is going to be a terribly difficult bill to 
write, considering the amendments to be considered, and try to do 
the best job for the country that we can. 

Secretary Sawyer. I agree. 


Mr. Krupurn. What 1 would like to get your judgment on—I 
realize that you perhaps don’t want to comment on price control, but ° 
the thing that bothers me is that price control seems to me to be like 
an anesthetic. Unless you perform the operation first, why the 
anesthetic isn’t going to cure you, unless you do some basic thing 
here to prevent inflation, and then put in price control, I don’t think 
that price control, alone, is going to stop inflation. 


Secretary Sawyer. Neither do I, Congressman. I think it is 
pretty clear that you are right. I certainly agree with you. I am 
willing to comment on price control to this éxtent, that I was one of 
those who believed last summer that price and wage controls should 
be installed immediately, because part of the tremendous increase 
that has taken place was because of the fear or the belief on the 
part of businessmen and workingmen, too, for that matter, that 
things were going to go up and they better get in in time. 

I know of cases where prices were put up, I am sure you do, too, 
last summer, which were not based at all on increased costs, but they 
figured that there was going to be some time, maybe, price control, 
and they wanted to get their prices up as rapidly as possible before 
the ceiling was imposed. 

To that extent I believe in price control, but I am also in agree- 
ment with you that in the last analysis any artificial control of 
inflation, alone, won’t accomplish the result. 

I do believe that at the moment we need a combination of so- 
called direct and indirect controls. I think increased production, 
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which was discussed a moment ago, is of the greatest importance. 
I think that credit restrictions are important and have produced some 
results. I think that increased taxes, undesirable as they are from 
an individual standpoint, I think from an over-all standpoint they 
are desirable at this time, in order so that we can, as far as possible, 
and perhaps completely, pay as we go. 

Those are all elements in an effort to produce the result and, as 
you say, combat inflation or try to reduce its pressures. 

Certainly, it is a serious problem. You are absolutely right about 
that. 

Mr. Kitsurn. I think you have to do the basic things before you 
put in price control, at least at the same time. 

Secretary Sawyer. Yes; I agree with that. I don’t think—you 
can’t, for mstance, increase production overnight. You may know, 
and it may have been testified here, on this question of increased pro- 
duction, 1 was one of those who maintained that I was in favor of 
production, but I wasn’t fooling myself that you could do it by turn- 
ing ona faucet. It requires a great deal of time and money and effort 
and one of these things that we did with these certificates of necessity, 
which were mentioned a while ago by Mr. Patman, was to give en- 
couragement to industry to increase its production, because in the last 
analysis that is the only real answer to inflation. 

I think that it is important for us to keep that in mind; keep in 
mind, first, that the increased production is needed, but also to keep 
in mind that you can’t get it overnight. Meanwhile, these pressures 

0 On. 
‘ Furthermore, if the prices go up, it costs just that much more to 
increase capacity. Every plant that is built has to use materials to 
build it. As you doubtless know, to increase plant capacity by 1,000 
tons of steel, requires 350 tons of steel to do it, steel alone, so we must 
recognize that you can’t do this thing overnight. 

My own feeling is that you should use every method, sensible 
method, to combat inflation, which is available, whether it is direct 
or indirect. 

Mr. Kitsurn. As I said, this is a tough bill, I think. 

Secretary Sawyer. The main thing that I should like to impress 
on this committee, Mr. Chairman, is that there should be an exten- 
sion, regardless of the merits of particular amendments, there should 
be an extension of this authority, because, as I said in the close of 
my statement here, if we should come to the 30th of June and not 
have it, the whole thing would collapse. 

For instance, NPA, and my Department, which controls all of these 
materials and allocates them, would not operate, and I think that the 
result would be disastrous. 

Mr. Kitsurn. I wanted to use you to help me straighten out my 
thinking. 

Secretary Sawyer. I am sure you overestimate me, Congressman, 
but I appreciate the compliment. 

Mr. O’Brien. Mr. Chairman. 

The Cuarrman. Mr. O’Brien. 

Mr. O’Brien. Referring to your statement that 20 percent of the 
steel is used for defense purposes—— 

Secretary Sawyer. Not now. I said it might be, at the top. 
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Mr. O’Brien. Then a small amount is exported for ECA and other 
channels and that leaves about 75 or 80 percent for civilian uses-within 
the country? 

Secretary Sawyrer. Those figures were given as an estimate of what 
would happen when we were at the peak of production for the defense. 
Now, obviously, neither I nor anyone else can give you accurate 
figures on that, but in the main I think those figures are accurate. 

Mr. O’Brien. Do you think NPA has been too conservative in its 
policy for making allocation of steel for civilian purposes? 

For instance, I find from experience in cases that come to me it seems 
impossible to get a permit to build a new grocery store or city hall; 
things like that. 

Secretary Sawyer. By “conservative,” you mean too drastic? 

Mr. O’Brien. Yes. 

Secretary Sawyer. No, I don’t think so. I think what we have 
tried to do, what the NPA, under both Harrison and Fleischmann, 
have tried to do, is to balance the military, not only the immediate 
need but the prospective need, with the need of the civilian economy. 

You are from Michigan. 

We had a problem, for instance, 6 months ago. A newspaper 
columinist came to me, and he ‘said to me, ““When you have such a 
shortage of steel, why do you permit these automobile companies to 
run, and use all the steel they are using?” 

It seemed very simple to him, just cut them down 25 percent of that 
looked to him like an easy solution. 

I said, ‘‘What about the hundreds of thousands of men and women 
who would be thrown out of work with no compensating war effort?’ 

He said, ‘“They should learn in advance how tough this war is going 
to be, and what sacrifice they should make.”’ 

We have not gone on any such theory. We have tried to anticipate 
the military demands. For instance, you spoke of grocery stores, and 
so forth. Mr. Fleischmann will testify on the question of structural 
steel, which at the moment is very short. There just isn’t enough to 
go around, and we have to decide whether it will be used for a swim- 
ming pool at the same time it is needed for a steel plant. 

Mr. O’Brien. How do you arrive at the standards by which the 
allocations are made for the civilian part of the steel? 

Secretary Sawyer. They are arrived at after a great deal of discus- 
sion by committees of businessmen and others w ho presumably know 
what they are talking about. At least they know a lot more than 
others who are not in the business at all. 

I don’t claim and no one else would claim that the operation has 
been. perfect. 

Mr. O’Brien. Is there a set of standards or is the decision just left 
to the personal judgments on the individual application? 

Secretary Sawyer. You mean as to whether or not we would stop 
the building of poolrooms? 

Mr. O’Baren. Well, for instance, a city hall in Detroit, for which 
they are all ready to go ahead with construction? 

Secretary Sawyer. That is left to the officials of the NPA. 

I would like to have—I think Mr. Fleischmann, perhaps, could 
answer your question better as to the detailed consideration that is 
given and why the decisions are arrived at. He is the head of it 
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and will be here to testify. He may be here now, as far as I know, 
but I can assure you that any decision is arrived at only after very 
careful consideration and solely with an idea to get the right result. 
We aren’t trying to annoy people. 

Mr. O’Brien. What I was trying to get at, Mr. Sawyer, are there 
any express standards? 

Secretary Sawyer. I am sure there are. I don’t know offhand. 
There is rule after rule and order after order issued which says what 
can and cannot be utilized and where and the reasons for it. You 
will get, 1 am sure, a complete explanation of that situation and the 
answer to any question from those who are prepared to follow me and 
go into detail on the operation of the NPA. 

Mr. Coun. Mr, Chairman. 

The Cuarrman. Mr. Cole. 

Mr. Coxe. Mr. Sawyer, I think that your department has a 
tremendous responsibility and tremendous power over the economy 
of the country by reason of your control over materials, and, therefore, 
I am extremely interested that there be a complete understanding 
among all of the agencies in the Government and you, concerning 
the operation of this program. 

Along the line that Mr. O’Brien was questioning you, I want to 
ask, first, you do have a liaison with the Defanse Establishment and 
with the Office of Defense Mobilization. In that connection, do you 
attempt to determine in your coordination of a program with them, 
how much steel, for instance, defense shall require, and then direct 
that steel to the Defense Establishment? 

Secretary SawyrnR. You mean to get a theoretical figure in advance? 

Mr. Coun. Yes. 

Secretary Sawynr. To a certain extent, that is exempted. Of 
course, to answer your question about contact and cooperation, we 
are in continual contact and have maintained daily conversations 
with ODM which is Mr. Wilson’s office, and with the Defense Pro- 
duction Authority, which is headed now by Mr. Gibson, and was by 
General Harrison. 

As to whether or not—if your question involves whether or not 
there has been an effort to pick a theoretical figure and say that 2 
years from now we will need so much steel, I don’t know whether that 
effort has been made or not, but I think it is rather futile anyhow, 
because I don’t think any man is wise enough to know what we are 
going to need exactly 2 years from now. 

Mr. Cote. Then, there has been no effort to determine how much 
steel can be allocated to hospitals, how much steel can be allocated—— 

Secretary SawyER. You mean now? 

Mr. Cots. Yes—to housing? 

Secretary SawyER. Oh, yes, if you are talking about the present, 
that is exactly what the basis is of these orders that Mr. O’Brien 
referred to. I don’t mean as to how much ean go to each specific 
thing. I doubt if that has been done, although Mr. Fleischmann can 
answer. The primary effort up to this time has been and will be to 
allocate critical materials for the defense effort, assuming that beyond 
that, with reasonable recognition of individual cases which are getting 
continued attention, the economy, the civilian economy will take care 
or itself; 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 433 


Mr. Cots. I don’t intend to go into it with you in reference to detail. 
I will talk to Mr. Fleischmann about that. 

The problem, as I see it, and apparently Mr. O’Brien has, and I 
think every Member of Congress is faced with, people in his district 
wiring him and calling him about their orders. 

The NPA is given the authority to determine whether a specific 
project or building or business shall receive a certain amount of steel. 
The point that I think Mr. O’Brien and I are both thinking about is 
this: 

In arriving at those decisions, do they take each one individually 
and upon the criteria furnished, decide whether or not that specific 
project is entitled to a DO, or an order and to the steel, or do they say, 
“Well, we have in this area so much steel which can be used and is 
not used for defense; therefore, we can use so much steel down to a 
certain point, and as they come in, we will under another classification 
grant the steel. 

Secretary Sawyer. You stated that the NPA has under the present 
law the authority to specify steel for a certain project and probably 
you are right, but that is not what is done. Up to this time and until 
the controlled materials program goes into effect, the general program 
is to issue so called DO and defense orders that you mentioned a 
moment ago, which enable the one who has them to get critical 
materials in order to go through with his particular project. 

Beyond that, and within limits that I will mention in a moment, the 
businessman is left to himself. He is not told that he can’t get steel 
for this and that sort of thing up to a certain point and certainly not 
except in isolated cases—I am sure Mr. Fleischmann will support this 
statement—is there a prohibition issued against a particular structure, 
but there has been issued—there have been issued orders which put 
certain categories, as you know, of building and operations in a group 
that can’t get materials, because it is felt that they are not needed at 
this time. 

To answer your question about some instance in your own area, the 
probabilities are that there has been no order issued that that building 
can’t go up, but there just is not material available for it. 

Mr. Coxe. I am not speaking to any definite building in my area. 
The problem just came to my mind, thinking that here in Washington 
and througbout the country are the local offices. They have the 
power of life and death over a given business. 

Now, is that power of life and death based upon criteria which 
takes into consideration the total amount of materials in the country 
or does it just take into consideration whether or not this particular 
individual project meets certain criteria? 

Secretary Sawyer. The criteria are bound to be established gener- 
ally for the entire country or for areas but, of course, as I said a while 
ago, I think every one of these orders—and Mr. Fleischmann can 
correct me if I am wrong—every one of these orders provides for 
distress cases and appeals and relief in individual instances. 

Mr. Cots. I will talk to Mr. Fleischmann more in detail about it. 
This is the thing that I wanted to be brought to your attention as 
the top agency involved, that the authority and power that vou have 
is so tremendous that I think it should be under—and I know it is— 
under constant review in order to determine that people are not just 
restrained from operating in a normal way, because somebody down 
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the line looks at an application and says, ‘‘Well, it doesn’t quite meet 
the criteria, so we will blue-pencil it.”’ 

I am just throwing that out. 

Secretary Sawyer. I hope that is not being done. Of course, this 
operation, like others in Government, is carried on by human beings 
who make mistakes, but if I were to feel that in this operation the 

responsibility of my department or the NPA was not recognized or 
that the hardships which are visited upon individuals in connection 
with this whole program were treated lightly, I would be very much 
disappointed and IT would, furthermore, try to rectify it and would, 

We face—however, as long as you have raised the question, I 
would like to say this: 

We face a great problem in trying to get the personnel to run an 
operation as serious and responsible as this one, as you said a moment 
ago. That is why I said in my answer or comment to Congressman 
Patman’ s thought there, that wherever possible we ought to reduce 
the impacts on the available material, because it is hard enough to 
get it as itis. Weare continually try ing to get in not only men w ho are 
honest and competent and public-spirited and all of that but men who 
know what they are doing. If they are deciding a question that has 
to do with steel, we want men who know enough about it to give an 
intelligent and sensible answer. 

Mr. Cote. As another illustration of what I am attempting to draw 
out, and the power and authority of the agencies under you and under 
the Government, to control the lifeblood of business, Mr. Eric John- 
ston, in reply to a-question by Mr. Buffett, of Nebraska, the other 
day, suggested that the little cattleman who might be squeezed out, 
by reason of the beef order, could go into the electrical business. 

Considering the critical nature 

Secretary SAwyER. We don’t go on that theory. 

Mr. Coxe. Considering the critical supply of materials and priori- 
ties and allocations and so on, I wonder if you would suggest that the 
little cattleman might become the small-business man in the electrical 
business? 

Secretary Sawyer. The theory on which we go is that although we 
don’t deal with cattle, that if a man is in the electrical business, that 
we should do everything we can to try to keep him in it and we 

certainly don’t proceed on the theory that it is a very easy matter for 
him to shift from one thing to the other. At least I don’t and having 
had a fairly close contact with businesses of all sizes, I know that for 
the individual that is not as simple as it may seem to an outsider but 
we recognize that in the last analysis this program of accelerated 
operations for defense is bound to hurt individuals, That is un- 
fortunate but we can’t get away from it. What we want to do is to 
minimize that. 

Mr. Corr. What I personally and many Members of Congress and 
yourself ere tremendously interested in is that someone here in 
Washington or any place else shall not just by a stroke of a pen say, 
‘Well, this fellow must be sacrificed to the war effort, and so we will 
just blue-pencil him out.”’ 

Secretary Sawyer. I hope that that is not done in my Department. 

Mr. Coxx. Frankly, I think it is important to that fellow and to 
the economy of the country that the people in your agency realize 
that the strength of this country depends upon the sound economy 
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of the country, which means, also, a sound business and that our 
businessmen be given an opportunity to cooperate. 

Secretary Sawyer. I have been saying that for 3 years, ever since 
I have been in this business. 

Mr. Cote. I know you have, but at this time it is my opportunity 
to say my piece about it so that the agency may understand some of 
our points of view. 

One other thing in that connection: I know that you have industry 
committees and I know that they are called into Washington. 

I also know that they look primarily after their own interest. I 
know that they do not agree with your agencies, many of the times, 
because they are interested primarily in their own business, but you 
and I, also, realize that these industry committees do have, as you 
said a moment ago, an understanding of the operations of the business 
that woyld be impossible for an agency here or people in the agency to 
know. Therefore, Mr. Secretary, it is my hope and my suggestion 
that your agency, together with all the other agencies in the Govern- 
ment, will take these industry committees seriously and give them an 
opportunity to be heard and then finally to listen to them after they 
have made their statement. 

The only one experience I have had has been good. I know of one 
industry committee that was called in and I understand that they 
gave them a good hearing and people were satisfied. 

I had some other comments from colleagues to indicate that that is 
not always true, so I do think that that is tremendously important. 

Secretary Sawyer. I would like to have you base your opinion of 
the operation on your own experience and not on the gossip of others, 
and I would say that in my opinion your experience is typical. I 
think that the industry committees, you will find almost unanimously, 
will say that they are given every opportunity to present their case 
and their point of view and for the most part their judgment is 
followed. 

Mr. Cote. I am sort of making a record on it, because I am doubtful 
if this will happen, but it may. I hope it doesn’t. 

Secretary Sawyer. I would like to expose the operation to your 
scrutiny, and you can ask about any of these industry committees 
you want to, in fact you can ask any members to tell you what they 
think. 

The CuarrMan. The powers that your Department has exercised 
in the defense effort have been largely, if not entirely, from the 
Defense Production Act; isn’t that true? 

Secretary Sawyer. As I said a while ago, Mr. Chairman, except in 
connection with things like rubber and export control, it is; yes. 

The Cuarrman. In order to continue to effectively function it will 
be necessary to extend this act? 

Secretary Sawyer. In order to function at all—the whole NPA 
will collapse. 

The CHarrMan. It will be a 100-percent failure of the defense effort 
unless this act were extended? 

Secretary Sawyer. Oh, yes. 

The CHarrMan. Then you all agree to that. 

We have to adjourn in a little while, because the House is con- 
sidering the agricultural appropriation bill under the 5-minute rule, 
but I suggest that you continue until then. 
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Mr. Brown (presiding). Mr. Burton. 

Mr. Burron. I would like to ask one question: 

In small-business hearings throughout the country, we have run 
into the shortage of critical materials, particularly steel, and other 
metals. You have made very clear that defense needs must have 
preference. To this we heartily agree but it is also desirable that 
civilian production proceed with the least disruption possible. 

I am wondering whether, on account of the time’ lag between 
projected defense production and its actually getting into production, 
there may not be materials that could be released to civilian use 
without impeding in any way our defense production? 

Secretary Sawyer. To answer categorically, perhaps that is true, 
but, as far as I know, the restricting and restraining orders which have 
been issued by the National Production Authority have not anticipated 
unreasonably the military demand. In other words, you can’t wait 
until the demand is outside your door before you begin to act upon it, 
There has to be a certain advance position taken on it. 

Early in this operation I was told by another official why we are 
issuing these orders now, because the military doesn’t actually need 
this material at this time. I said to him it would seem to be rather 
foolish to wait until they did need it and then find that it wasn’t 
available. 

To me that seems fairly obvious. 

What we have tried to do is not to get too far ahead in the allocations 
that are necessary but to make those that are necessary. 

Frankly, I think that when you balance all of the problems that are 
involved in the conflicting interests and the many demands, I think 
that the thing has been well handled, frankly, and I don’t think that 
we have gotten ahead of the military demand to any appreciable 
extent. 

Mr. Burton. Where your military demand is not keeping up with 
the expected program, you are relaxing for civilian use? 

Secretary Sawyer. We have relaxed orders from time to time 
wherever—regardless of its reason—wherever it appears that the 
allocation or the restriction is not necessary, and we will continue to 
do that. 

As I said the other day before the Senate committee, you have my 
commitment that just as rapidly as these controls can be reduced or 
eliminated, within my Department, at least, they will be. 

Mr. McDonovueu. Mr. Chairman. 

Mr. Brown. Mr. McDonough. 

Mr. McDonoveu. Mr. Sawyer, with reference to export controls, 
do you know why it took so long to determine to put an embargo on 
shipments of vital materials to China? 

They attacked us in November and we are just getting around to 
determining that we should not permit essential matériel to go to 
Hong Kong and Macao at this time? 

Secretary Sawyer. If I may correct you, Congressman, that is not a 
statement of what happened. I put on the controls of the shipment 
of vital materials to China 5 months before the Korean War began. 
It is true that we shipped cotton in the summer of 1950 but the 
strategic materials had not been shipped to China since—well, some 
of them were stopped in December of 1949 and most all of them were 
stopped in the early spring of 1950. 
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I gave those figures—I thought I had given them before this com- 
mittee—but up to that time, up to the time when it looked like the 
Nationalists were still able to do something over there, we were 
shipping a large amount of material to China, put when the Com- 
munists began to succeed—that was in the fall of 1949, not the fall of 
1950—we reduced to almost a trickle the export of critical materials 
such as gasoline and oil and that sort of thing to China and it has never 
gone on since. 

As far as the matter that you mentioned, that has just been decided, 
that is not the United States operation, that is the United Nations, 
over which, of course, we have no control, but as far as my Department 
is concerned and the export control operation here, we anticipated the 
situation, I can say, with a certain amount of pride, by about 8 months. 

Even to Hong Kong, we took action there with not too much 
support for the purpose of cutting them down, on the theory that a lot 
of stuff got out of Hong Kong to China. I think, as a matter of fact, 
our record has been excellent on that, but we can’t control what other 
countries do; at least I can’t. 

As far as the European countries are concerned, in connection with 
shipments, not to China but Poland and Czechoslovakia and those 
other countries over there, we have secured a great amount of so-called 
parallel action in the last few months. I have been trying to get it for 
2 years. We have made progress. 

As I said a while ago—I don’t know if you were here or not—it is 
hard to get eight or nine countries to agree when they may not be too 
anxious to and they have problems of their own. 

Mr. McDonovuan. What about control of exports to Russia? Do 
we have any control there? 

Secretary Sawyer. We are not shipping anything to Russia, except 
in the most minimal quantities, and have not for a long time. We shut 
off supplies to Russia 3 years ago, in the spring of 1948, just as I became 
Secretary of Commerce. 

We followed that, that action having been initiated, it was main- 
tained and that was the reason, supposedly, why Russia stopped 
shipping manganese to us, because they were getting nothing from us 
except minimal quantities of unimportant commodities, no strategic 
materials at all. 

Mr. Gams. Did you say manganese? 

Secretary Sawyer. I did; yes. I said that our restriction on the 
export of strategic materials to Russia was undoubtedly the reason 
why they stopped shipping manganese to us. They have not, as a 
matter of fact, stopped it completely. 

They are still getting some but we have cut down the volume 
substantially. 

The same thing, I may add, happened in China. 

We used to get tungsten, hog bristles, tin, and things that were 
really important for us, but that is all stopped now. 

Mr. McDonoveu. In discussing the question of the production of 
steel, with Mr. Deane, a moment ago, you said something in connec- 
tion with the increase of production at the peak of our defense produc- 
tion would be around 20 percent. 

Secretary Sawyer. No; not the increase in production. I said that 
of the total steel production—my understanding is, and I would not 
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want to be pinned to this figure—the defense effort will take approxi- 
mately 20 percent of the steel. 

Mr. McDonovuau. That 20 percent—that is the point I want to 
make. I have heard that figure a great deal, also. In other words, 
20 percent of the national production. 

Secretary Sawyer. 20 percent of the national production of steel. 

Mr. McDonovuau. Well, 20 percent of the total national production, 
they estimate that the whole defense effort will take that and, if you 
apply that 20 percent to each of these vital items, I don’t think that 
that is a fair percentage. ‘ 

Secretary Sawyer. Neither do I. I certainly would not want to 
leave with you the impression that I thought there would be 20 percent 
of each item allocated to defense. 

Mr. McDonovau. Of course not. However, you did say, further, 
that the increase in the production of steel will expand from 100,- 
000,000 to approximately 120,000,000 tons? 

Secretary Sawyer. Yes, about. 

Mr. McDonovuau. Which is about a 20-percent increase in the pro- 
duction of steel, which would leave the balance, if used for civilian pro- 
duction, about what it was before the war effort. 

Now do you mean to say that the amount of steel for civilian use 
will remain about the same, with the expansion of the defense effort, 
between now and the peak of our defense production? 

Secretary Sawyer. The amount I think you mean will be about the 
same available for use and not remaining. 1 think there will be probe 
ably, if we can maintain the increase in capacity which is contemplated 
and after we have gotten to a certain tempo of military production, 
there will be enough critical materials of one kind or another, I hope 
at least there will be, to maintain the economy on the basis maybe at 
which it was operating in 1949, although that is not certain. 

Of course, there are factors involved in steel production, alone, to 
take one item, which are uncontrollable. I mention steel. You 
can’t make steel without manganese; you can’t make it without ore. 
You have to have transportation. There are many elements in- 
volved in any operation and at any point the operation can be slowed 
down or stopped so that I don’t think anybody who tries to approach 
the thing sensibly can say that at a certain time you are sure to have 
a certain amount or a certain proportion will go to the military or 
civilian. 

I, myself, feel that we are in for a pretty tough time for the next 
2 years as far as shortages are concerned but when you compare our 
situation with that of the rest of the world, especially the parts of 
the world that are under the domination of communism, I think we 
have reason to congratulate ourselves on really being pretty well off. 

Mr. McDonovau. You say, under the domination of communism; 
you mean behind the iron curtain? 

Secretary Sawyer. Yes. 

Mr. McDonoveu. Well, the condition of the countries outside 
the iron curtain are better off than at the end of the war or even 
before the last war. 

Secretary Sawyer. I don’t know about their condition. Certainly 
their production, the production in Europe has gone up tremendously, 
largely due to help from us, or substantially due to help from us, 
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and their conditions are certainly improved, but as compared with 
ours, we are still quite a ways ahead of them. 

Mr. McDonoveu. Right. 

As far as the 20 percent of the national production to provide the 
defense that we are anticipating, that is based on the hope that 
there will be no expansion of aggression in Korea and with the further 
hope that Great Britain won’t start world war III in Iran, I suppose? 

Secretary Sawyer. I wouldn’t speculate on the dispersal of hopes. 

Mr. McDonoveu. The 20 percent is based on what we are build- 
ing ourselves up to to defend ourselves against an attack from Russia, 
providing there is no expansion in the meantime. In other words, 
we are going to get everything ready and then wait and hope that 
it doesn’t happen 

Secretary Sawyer. | think to—I certainly agree with you that I 
hope it doesn’t happen and also that the figures that we have given 
are on the assumption that we won’t be in world war III. I think, 
if we do get into that, all bets are off. We can’t tell what will be 
required in the way of either production or sacrifice. 

Mr. McDonoven. The possibility of that in the last 24 hours is 
worse than 24 hours ago. 

Secretary SAWYER. "The controls that I exercise don’t cover Iran, 
so I won’t undertake to speculate. 

Mr. McDonoveu. That is all, Mr. Chairman. 

Mr. Muurer. Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutrer. Mr. Secretary, we have various restrictions on the 
domestic use of copper. What restrictions are there on the export of 
copper? 

Secretary Sawynr. There is a 2-percent-import tax. 

Mr. Mutter. I meant the export. 

Secretary Sawyer. I beg your pardon. I thought you said import. 

Mr. Mutrer. No; the export. 

Secretary SAWYER. The export is very small. I don’t know the 
exact figures but it is only companies that process it here and ship it 
out. 

Mr. Mutter. I was told that despite the great need for copper 
here at home that the exports of copper are increasing and it is going 
to some of our allies abroad where they are using it for other than 
strategic items. It is going into the nondefense effort abroad while 
here at home we are restricting it all to the defense activity. 

Secretary Sawyer. I doubt that. It may be true in isolated cases 
but I will say that if we find that that is true, we will stop it. 

Mr. Mutter. In other words, if necessary, you are prepared to 
restrict the export of copper abroad? 

Secretary Sawyer. I am certainly prepared to see that our other 
friendly nations exercise as much restraint in their use of critical 
materials as we do. 

Mr. Mutter. Thank you. 

Secretary SAWYER. If you know of any particular case where that 
is sy I will be pleased to have it brought to my attention. 

M {utter. I will direct your attention to it. 

Mr. Burrerr. Mr. Sawyer, we talk in this committee a lot about 
inflationary pressures. W hat would be your opinion as to the 
greatest inflationary forces in this country today? 
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Secretary Sawyer. I don’t know. Of course, the inflation is, to a 
certain extent, psychological. I suppose the answer to that question 
is that the demand of the military program, superimposed upon the 
demand of an eeonomy that was operating at a pretty bigh tempo 
before Korea. 

Mr. Burrerr. That would be an over-all cause but I mean what 
area; would it be the capital expansion of plant facilities? 

Secretary Sawyer. Partly, and one of the problems we have in 
deciding about plant expansion, as far as we have anything to do 
with the decision, is what division shall be made of a critical material 
with the current need and the need for plant expansion, because the 
same material can’t go both places. 

Mr. Burrerr. It is my impression that certificates of necessity 
constitute expansion of the inflationary forces and are received as a 
special advantage. If that conception is wrong, I would like to have 
you clear up my thinking. 

Secretary Sawyer. I think you are right in both categories, but 
each one, I think, needs an explanation. 

Any plant expansion is inflationary. The question is, do you want 
to do without it? 

As far as the special privilege of a certificate of necessity, of course, 
there are a lot of people who think that a certificate of necessity gives 
a& man some money or some asset, but it doesn’t as you well know. 
The certificate of necessity gives him a temporary advantage in con- 
nection with amortization or depreciation which, in my judgment, 
probably is illusory, because I think taxes are going to stay high and 
after he has used up his accelerated cepreciation in the first 5 years 
he is going to have to pay higher taxes than he would otherwise in the 
future, but nevertheless there are a good many businesses who are 
willing to take that chance and they have been stimulated, Mr. Buf- 
fett, I hope, by these certificates of necessity, to expand their capacity 
in a way which they otherwise would not have done. That is the 
basis of it. I think it is much better to have the Government give 
a businessman some incentive for expansion than to go out and 
build the plants ourselves. I think that should only be done as a last 
resort. 

Mr. Burretrr. Do you think that the corporate tax rate is going 
to stay indefinitely above 50 percent? 

Secretary Sawyer. I think taxes are going to stay up for quite a 
while—all kinds, corporate, personal income, and everything else. 
I don’t want them to, but I think they will. 

Mr. Burrerr. Have you considered the long-time effect that that 
would have on the capitalistic system as we are accustomed to know 
it—a tax rate of more than 50 percent? 

Secretary Sawyer. The long-time effect of high taxes? 

Mr. Burrerr. A tax of over 50 percent on corporate profits? 

Secretary Sawyer. I think the capitalistic system at the moment 
is threatened by something which must be met by a defense and in 
balancing the disadvantages; I would rather take a chance on high 
taxes than take a chance on not being able to defend ourselves. 

Mr. Burrerr. Certainly every American is seriously concerned 
about the external threat; but taxation, combined with regimenta- 
tion, can kill our free competitive enterprise system just as quickly 
as any external threat, can’t it? 
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Secretary Sawyer. I am in complete agreement with the inference 
in your question and that is that we have to save, maintain a sound 
fiscal and monetary system in this country. 

Lenin, I think, was the Communist who said that the quickest way 
to destroy capitalism was to impair its currency or make it sick or 
diseased or about to collapse. 

There is no doubt that he was right. I think we will be faced, if 
we get through this emergency, with the need for some drastic dis- 
cipline as far as expenditures are concerned, and I will certainly agree 
with you that, if we can—or the inference in your question, that, if we 
can—we should cut down expenditures and taxes. I think at the 
moment that is rather difficult to do, although I think the effort should 
continue. 

Mr. Burrert. You are in full accord with the notion now that the 
American people, 7 percent of the world’s population, can do all the 
things economically and militarily and politically that we are now 
attempting to do all over the world? 

Secretary Sawyer. I am not undertaking to give a broad statement 
of what I believe, but I will say this: That I think we are undertaking 
quite a bit and have, and that where we can cut down on what we 
are doing it is highly desirable. 

Mr. Burretr. Thank you. 

Mr. Brown. Mr. Secretary, I assure you that your statement will 
be very helpful to the committee. 

You may be excused. 

Secretary Sawyer. Thank you, Mr. Chairman. 

I appreciate your courtesies. 

Mr. Brown. Call the next witness. 

The Cuierx. Mr. Manly Fleischmann, Administrator, National 
Production Authority. 

Mr. Brown. Mr. Fleischmann, we will not have time for you to 
complete your statement now, and will have to call you some time 
later, but please proceed. 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
NATIONAL PRODUCTION AUTHORITY 


Mr. FietscHMann. The bill which is before this committee makes 
no amendments of importance with respect to the priority and allo- 
cation powers granted the President by title I of the Defense Produc- 
tion Act, 1950. These powers are basic to any rearmament program, 
and their lapse, even for a few days, would certainly have a far- 
reaching and adverse effect on the progress of the present program. 

Generally speaking, in times of scarcity, many industrial concerns 
prefer to devote a large portion of their limited facilities and materials 
to the production of goods for their civilian customers. Under the 
Defense Production Act, however, all American industry is required 
to meet the needs of the mobilization program first by regulations 
applicable to all and having the force of law. If that law should 
lapse, patriotic motives might keep the rearmament program on 
schedule for a brief time, but it can confidently be predicted that our 
present military production goals could not be met over any sub- 
stantial period. 
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Any mobilization program must have the following primary 
objectives: 

1. The first objective is the completion, on schedule, of the direct 
military program, including the guns, tanks, and aircraft needed for 
ourselves and our allies. In order to meet these schedules, American 
industry has been required to accept all defense orders, and, in addi- 
tion, to channel materials and components to this program in prefer- 
ence to less essential needs. 

2. No rearmament program can be restricted to production of 
munitions of war alone. Such a program requires increased industrial 
activity of many additional kinds. For example, we need more ships, 
more freight cars, and more machine tools to turn out jet engines. 
At the same time, we need to keep up the manufacture of farm ma- 
cbinery to cultivate and harvest the increased crops which are an 
essential part of any mobilization program. These vital supporting 
industrial needs are second in importance only to the prime military 
requirements. 

3. The third essential objective of the mobilization program is the 
expansion of the Nation’s capacity to produce basic materials, such as 
steel, aluminum, and chemicals. The expansion program is now well 
under way, and if it is completed on schedule the period of scarcity will 
be comparatively brief, unless a general war should break out. This 
expansion program has been supported by priority action taken under 
the Defense Production Act. It is certain that this vital industria! 
expansion will be delayed many months if the authority to require 
preferential treatment for the program should lapse. 

The demands of military production and the supporting programs 
which I have mentioned necessarily cut down the amount of certain 
basic materials available for civilian use. In a free scramble for this 
reduced supply of material, great inequalities in distribution inevi- 
tably appear. Accordingly, Congress has wisely provided in the 
Defense Production Act that such materials must be equitably dis- 
tributed among civilian users after the essential military and industrial 
demands are satisfied. No such power to control the distribution of 
materials would exist if the priority and allocation powers now given 
by the statute should lapse. 

5. As a corollary to the point just discussed, the power to provide 
for an equitable distribution of scarce materials is particularly indis- 
pensable to the goal of maintaining small independent enterprise dur- 
ing the mobilization period. Any mobilization pregram inevitably 
places particular burdens and disadvantages upon small business 
concerns. In the first place, they are not able to compete for the 
largest prime military contracts, such as tanks and airplanes, because 
of their limited physical, financial and technical resources. Second, 
in a free competitive market, when the available supply is greatly 
reduced, the small concerns inevitably receive less than their fair 
share because of the superior purchasing power and customer relations 
of the larger concerns. In order to counteract this tendency, the 
National Production Authority has placed limitations on the use of 
scarce materials, applicable to large and smal! producers alike, and in 
addition has placed many scarce materials under allocation so that the 
rights of all segments of American industry may receive equitable 
treatment. This is particularly important in a mobilization period 
which may extend over many years. Equitable distribution of this 
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kind could not be assured without the priority and allocation powers 
of the Defense Production Act. 

To summarize, the reenactment of the Defense Production Act 
prior to its expiration date is essential if the Nation is to continue its 
mobilization program and attain a balanced production of munitions 
of war, supporting industrial needs, expansion of basic productive 
facilities, and equitable distribution of the balance of materials for 
civilian production by American business, regardless of size or eco- 
nomic power. 

Mr. Brown. Mr. Multer. 

Mr. Mutrer. It is your agency that has control of the issuance of 
certificates of necessity, to a certain extent? 

Mr. FLEeIscHMANN. We do not, sir. We have the power to recom- 
mend to the Defense Production Administration, which is the authority 
which sets the policy and which actually issues the certificate. Within 
those areas over which we have jurisdiction within American industry, 
we have the power to recommend. 

Mr. Mutter. Is the application initiated in your agency? 

Mr. FLetscHMann. No, sir; all applications are filed in the Defense 
Administration. 

For a short time they were filed with NRSB. From the time that 
those duties were taken over by DPA they have been filed with DPA, 
which then distributes them to the appropriate agency, including our’ 
own. They are then processed or reviewed in our agency, sent over 
to DPA, with a recommendation which applies their general policies 
in the interest of uniformity and issues or does not issue a certificate. 

Mr. Mutter. In arriving at your recommendations, do you take 
into consideration whether there are existing facilities available out- 
side of the business of a particular applicant for a certificate of 
necessity? 

Mr. FLEISCHMANN. Yes, sir; we try very hard to take that into 
account. 

Mr. Mutrer. And if you find existing facilities available in other 
plants, that could do the job for that applicant you do not recommend? 

Mr. FierscuHMann. That is genareny true. You understand that 
there are geographical variations in all that kind of thing. To give 
you an example, let’s take the production of material for military 
requirements. 

We get a great many recommendations from the military for 
amortization certificates for particular contractors. Early in the 

ame we started requiring the Munitions Board or the appropriate 
ace of the service to certify to us that a particular facility, if 
expansion was sought for that facility through the medium of a 
certificate, that there was no other facility available that the military 
could turn to for that contract. 

Now, of course, that doesn’t mean necessarily that there isn’t any 
other one in the United States but one that can be used by the military 
with approximately equal efficiency. 

Then, when that comes back, not satisfied with the certificate, we 
have it reviewed by our Small Business Office to try to do exactly 
that thing. We are doing it not on y because of the public policy 
that is inherent in that ruie, but secondly, because as the Secretary 
rightly said, we are coming to a point in structural steel where, for 
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about a year, there is going to be a tremendous shortage and we can’t 
afford to permit expansion, except where very badly needed. 

Mr. Mutter. We have received many complaints from small busi- 
ness that certificates of necessity have been granted to large-business 
men where they have been subcontracting to small-business men and 
have told them, this is your last order, because in 3 to 6 months, we 
will have expanded our facilities so that we won’t need you any more. 

Mr. FieiscHMann. I am sure some of that is going on. As the 
Secretary said, and I surely know, there is the human factor that 
you can’t completely control. To the extent that the Secretary and 
I and General Harrison were able—when he was in the picture, and 
had the authority—that rule was laid down and we have taken strenu- 
ous efforts to maintain that rule, but I would not be so foolish as to 
say there are not cases such as you describe. 

‘Let me give you an example. 

In the expansion of the facilities for the Savannah River project of 
the Atomic Energy Commission, the original plan was for the du Pont 
Co., which is the general contractor, to put up new steel fabricating 
facilities. 

Representations were made at a variety of places, including NPA, 
that there were steel fabricating facilities among small independent 
concerns that could do that work without du Pont adding to its 

‘facilities. 

We brought the matter specifically to the attention of the head of 
the Atomic Energy Commission and secured a delay in the permit to 
go ahead on that work. The matter is now under review and I am 
informed that a great deal of this work will be done right in the local 
fabricating shops there. 

That is the kind of thing we should always do. It is the kind of 
thing we always try to do but I don’t claim that we always succeed. 

Mr. Mutter. Of course, there is an expansion of facilities without 
certificates, too. There are many companies that don’t ask for cer- 
tificates but expand nevertheless. 

Mr. FLEIscHMANN. May I speak on that, because it will answer 
some of Mr. O’Brien’s questions, too. 

We started out with the control of expansion. I am using that to 
mean construction, generally speaking, in this way: 

It became very apparent that if you wanted rapid expansion in the 
areas where it is needed, like steel and aluminum and some of the 
chemicals, there was going to be a burden placed on the structural 
steel supply that could not be supported without eliminating some 
other types of construction. 

The shortage is going to be a brief one but it will be very acute all 
during this year and up until, I think, about the middle of next year. 

Now, the theory was that while it was strong medicine it was better 
to expand those facilities as rapidly as we could to make the period of 
shortage as brief as possible because the minute you get more steel 
your shortage tends to lessen, of course. 

We, therefore, took the first step of eliminating construction which 
everyone would agree was frivolous. It was not wicked or anything 
like that but it was construction like swimming pools, which you could 
very clearly get along without if you had to. 
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That action was taken last fall before the impact was fully felt. 

We took a further action early this year, progressively, as the 
burden grew heavier on structural steel, to eliminate another class of 
construction—I say “eliminate,’’—to postpone it, is what it really is. 
That is the so-called commercial area, stores and that kind of con- 
struction. Not that it is not essential, of course; it is, but we could 
get along for a year or so without any new stores in substantial volume. 

I was asked a question as to whether we had standards or rather, 
Secretary Sawyer was, under which we had administered these vast 
powers. 

We certainly do and we are appreciative of the responsibility that 
has been vested in us. 

The first standards are, of course, the ones that are right in the 
regulation, that you cannot build these particular types of construction 
during this period. 

We do make exceptions and the exceptions, I would say, are gen- 
erally of two categories, which, again, are available to anybody, and 
the subject of public discussion and criticism: 

The first one is the so-called financial hardship case. 

We have projects where, long before the order banning that type 
of construction was ever published, the man has invested sometimes 
as much as a million dollars in a project. It is sometimes of a kind 
where, try as you will, if you stop that project, that loss of $1,000,000 
is not recoverable at all. 

We have had several of those cases. There was one in California, 
involving the so-called merchandise mart. 

Nearly all our orders provide that in a case where an order works a 
particular and unusual hardship on an individual as compared to all 
of the industry we will, where we can, grant an exception and we have 
granted many exceptions. 

Some of the members of this committee know about them because 
they have interested themselves, and properly so, in such cases, and 
we have granted some such exceptions. 

As a footnote, I might state there are cases where even though there 
is a hardship you can’t grant the exception. Some materials like 
cobalt and nickel are so short that you just can’t grant exceptions, 
no matter what the hardship, but, generally speaking, we do. 

The second category under which we administer those provisions 
is this: 

Where there is a particular and unusual need for a facility, let us 
take a commercial facilitv, we then grant it, and the best example I 
can give, again, is the Savannah River project. There you are going 
to have a whole vast new community spring up overnight. It obvi- 
ously would be nonsense that they should try to get along without 
schools and hospitals and drug stores and all the rest without which 
no community can live. 

All of our orders are administered with that in mind. It would 
defeat the whole mobilization program if you didn’t administer the 
construction order to permit that. 

However, to return to Mr. Multer’s question, we have that type of 
control, therefore, on all construction activity. It has been extended 
right across the board at the present time. 
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What we will have to do with such wisdom as we possess is this: 

We will have to try to allocate structural steel, which is the control- 
ling element in all of my discussion on construction. We will have to 
try to allocate structural steel with these objectives in mind: 

First, to care for the military program, including all of their con- 
struction—and they have a substantial amount of it out on schedule. 
That is the first priority. 

By “military,” I include things like the Atomic Energy Commission. 

Second, to get this vital basic expansion program through. 

Third, to take care of minimum, but absolutely indispensable com- 
munity projects, like schools and hospitals which cannot, for one 
reason or another, be deferred. 

It is my judgment, and we will know much more exactly, when we 
have the applications for this type of allocation in—we will know 
much more accurately, in June, but it is my judgment, for what it is 
worth, that if we can take care of those categories during the next 9 
months to a vear and get the expansion program going full speed, there 
will not be enough left over during that period for other worth-while 
but somewhat less indispensable projects. 

In other words, I do not think that during this period we can have 
the city hall and unlimited road construction. I think that has to be 
deferred. 

It isn’t such a gloomy prospect, because we are only speaking of a 
year, but during that period there is just not going to be enough 
structural steel. 

1 don’t know if I have answered the various questions on construc- 
tion. I have shown you how we attempted to administer this control. 

Mr. Mvuurer. You have set up procedures where local govern- 
ments can come in and get relief, so they can build schools and 
hospitals where necessary? 

Mr. FLerscHMANN. Yes. We are not quite vet in the controlled- 
materials plan. It won’t be effective until late in the third quarter. 
But the controlled-materials plan will not change civilian require- 
ments. We will still make steel available for those purposes. 

Mr. Brown. We have to go vote now. I trust you can come back 
some time this week? 

Mr. FLerscHMANN. Yes, sir. 

You don’t want me back this afternoon? You will notify me? 

Mr. Brown. Yes. 

I just want to say that the members of the committee know Mr. 
Fleischmann quite well and we know he is a very capable man and 
thoroughly honest and conscientious and trying to do a good job. 

Mr. Mutter. I might say that even though he is not from Brook- 
lyn, he is from New York. 

Mr. FLetscHMANN. Thank vou. 

(At 12:31 p. m., the committee adjourned, to meet?at 10 a. m. 
tomorrow, Wednesday, May 16, 1951.) 
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WEDNESDAY, MAY 16, 1951 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Hon. Brent Spence, chairman, 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Deane, 
O’Brien, McKinnon, Addonizio, Dollinger, Bolling, Fugate, Kluc- 
zynski, Wolcott, Talle, Kilburn, Cole, Hull, Nicholson, Windall, 
and Betts. 

The CuatrMan. Secretary Chapman of the Interior will be the first 
witness. We will be very glad to hear vou, Mr. Secretary. You may 
proceed as you desire. If there is anything you wish to insert in the 
record at this time, you may have the privilege of doing so. 

Secretary CHapMAN. May L ask if you have any objection to asking 
my four administrators to sit up here with me. I would like you to 
see them and know them. 

The CuarrmMan. Fine. They may do so. 

Secretary CHapMAN. Mr. Bruce Brown, Mr. C. B. McManus, Mr. 
E. Klett, and Dr. James Boyd. Jim Boyd, Director of Defense 
Minerals Administration; Mr. Bruce Brown, Administrator for the 
Petroleum Administration for Defense; Mr. McManus, Adminis- 
trator for the Defense Electric Power Administration, and Mr. Klett 
is the Deputy Administrator for the Solid Fuels Administration. 
Mr. Charles Connor, the Administrator, is out of town. I wanted 
them to sit with me. 

I want to say that I will proceed to read a prepared paper but if 
anyone wants to break in to ask questions, they may. It doesn’t 
bother me. I did not introduce the Administrator for the Fisheries 
Administration, Mr. Chairman, because I felt that that subject matter 
has not come into strong administration action at the moment. Mr. 
Milton James, Acting Administrator, is here but I didn’t ask him to 
come up for that reason. 


STATEMENT OF HON. OSCAR L. CHAPMAN, SECRETARY OF THE 
INTERIOR 


Secretary CuapMaNn. The Defense Production Act of 1950 was 
passed by Congress in recognition of the basic fact that our total 
national resources were not large enough to meet the requirements of 
the defense program together with the demands of the civilian econ- 
omy. It is my task, working with the five defense administrations, 
to expand our natural resources so as to assure, first, the speediest 
possible accomplishment of the immediate defense program with the 
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least possible restriction on the civilian economy; and, second, a 
broad and growing base to meet the requirements of continuing 
defense readiness, possible full mobilization, and the long-run growth 
of our civilian economy. 

In general, the progress made so far has been good. But we have 
now proceeded far enough in our work toward meeting the first 
objective to realize more fully how vitally important our second 
objective is, and how difficult it will be to accomplish. 

It is clear that we are not inexhaustibly rich in those fundamental 
resources on which our industrial power and our national prosperity 
are based. In fact, our ability to expand the supplies of certain 
resources is definitely limited, and the visible supply of others is being 
reduced. In may of these cases the limit to expansion is reached very 
quickly, in terms of economical cost to industry. In others, we have 
become increasingly dependent upon foreign supplies. 

During the first phase of our job, therefore, there will be shortages 
of some of the basic materials and corresponding restrictions upon their 
usage. ‘To reduce these shortages to the minimum and to assure 
needed defense supplies, we must resort to scraping-of-the-barrel 
measures. In the case of minerals, as an example, measures must be 
taken to bring out the most readily available new production, which is 
generally high-cost production. At the same time, we must initiate 
now the long-term measures needed to assure economical long-run 
supplies. We must also make sure that the short-term measures taken 
to secure essential high-cost production will not do violence to the 
stabilization program. 

Using minerals again as an example, the long-term measures include 
long-range development projects for the opening of new ore bodies 
at home and abroad. They include also a broad gaged exploration 
program, possibly even a cooperative international exploration pro- 
gram. And they include extensive work toward the development of 
new technologies for the utilization of available materials and equally 
intensive research for new sources of critical materials. 

In both phases of the defense program, and especially in the minerals 
field, we must at all times be mindful of world supply problems and the 
need for full cooperation between free countries in meeting world short- 
ages and the supply problems of them all. 

I shall attempt to illustrate these supply difficulties, in terms of our 
programs, so that you may see how vitally necessary it is that we em- 
ploy all possible ingenuity, effort, and tools in expanding our resource 
base and more immediately increasing supplies. The programs de- 
signed to produce adequate quantities of minerals, fuels, electric power, 
and fishery products require an assured supply of critical materials for 
the construction, operation, and maintenance of facilities in these 
fields. All of the tools provided in the Defense Production Act of 1950 
are essential to the task, but our experience to date has demonstrated 
the need for the proposed amendments that we are discussing. 


In the field of coal, our resource position is on the whole very good. 


The production of metallurgical coal will be expanded very apprec- 
iably. This expansion will be accomplished by expanding the capacity 
of existing mines and through the opening of new mines where regional 
shortages are anticipated. A large expansion program of this kind is 
now under way with private financing. 









Ce a Na RES Por 


Be NE SS 


















ANREP DRESS BERS, 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 449 


The production of coke, involving our greatest difficulty in this 
field, is expected to be raised about 17 percent by mid-1953, as com- 
pared with 1950. Even this increase will fall somewhat short of the 
expansion required by the increases which are now being made in our 
steel capacity. The limiting factor here is the rate at which new coke 
ovens can be built. Since a number of new coke ovens simply replace 
old ones, the expansion of facilities proceeds slowly. 

Beyond the problems of expansion, we have two other tasks: First, 
to see that the coal industry secures sufficient materials and equip- 
ment to maintain its operations at a high level of efficiency; and second, 
to see that the coal industry secures a sufficient supply of railroad cars 
to transport coal to the consuming areas. The car situation is now 
in delicate balance. It will require careful attention to carry us 
through next fall and winter when consumption will be at higher levels. 

The fishery production program is designed to meet food production 
goals laid down by the Department of Agriculture. As I said at the 
beginning, I will not go into this program at the moment for the reason 
that it is not fully in operation at this moment. 

In the search for oil and gas, new wells are currently being drilled in 
the United States at a rate in excess of 43,000 per annum. It will be 
necessary to sustain and indeed to increase this rate in years to come. 
We are currently producing crude oil at a rate of about 6 million barrels 
per day and using refined petroleum products at a rate of about 
7 million barrels per day. Our refineries operate upon the 6 million 
barrels of crude oil produced domestically plus half a million barrels a 
day of crude oil imported—mostly from the Western Hemisphere. 
In addition, we are using each day about half a million barrels of 
imported petroleum products—mostly fuel oil. 

Estimates indicate that domestic refining capacity should be ex- 
panded by the end of 1953 to almost 8 million barrels a day. This 
will be approximately twice the capacity that existed at the outbreak 
of World War Il. In the face of the requirements of a continued 
defense readiness and an expanded civilian economy, I am convinced 
that we must insure ourselves against the possibility that the demand 
for liquid petroleum fuels may ultimately exceed our capacity to find 
and use presently untapped reserves. This is all the more important 
in the light of the uncertainty surrounding our supplies from abroad. 

In the case of electric power, we are currently undergoing the great- 
est increase in demand for power experienced in any 3-year period in 
American history. By the end of 1953, the generating capacity 
required to meet this demand will be increased by some 40 percent as 
compared with 1950 and will be close to double that of a decade 
earlier. Even so, we shall be barely scraping by in meeting our re- 
quirements, and shortages of power may be anticipated in particular 
regions. The situation is especially critical in the Northwest. Some 
concern is also felt about the situation in the Southeast. 

Attainment of the generating capacity required by the end of 1953 
is contingent on the electric power industry’s receiving the equipment 
and materials required to keep planned expansions on schedule. A 
limiting factor on more rapid expansion of power supply is the plant 
capacity of power equipment manufacturers. To obtain the maximum 
production of heavy power equipment of which their plants are capa- 
ble, they must be assured an uninterrupted and adequate flow of 
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materials. The usefulness of the generating equipment, when in- 
stalled, depends on the construction of transmission and distribution 
lines to deliver the power where needed. Such construction, like the 
manufacture of generating equipment, requires materials on schedule. 

It should be borne in mind that.it is not possible to ration electric 
power to consumers in the same manner as it would be in the case of 
some physical commodities and that the only practicable solution of 
the problem of power shortages is to provide and deliver an adequate 
supply to meet demands. 

In the field of minerals, the limitations of our resource base, as 
compared with petroleum and electric power, are much more severe. 

We are only in fair shape with respect to iron ore in meeting the 
immediate defense requirements and essential civilian needs. In the 
longer consideration of continued defense readiness, possible full 
mobilization and the long-run needs of our civilian economy, the 
foreseeable supply situation is much tighter. In addition, we are 
gradully becoming more dependent on foreign sources of ore. It is 
clear, therefore, that we must push toward a substantially increased 
utilization of our low-grade domestic ores, particularly the taconites. 

Our present aluminium program will give us, by the end of 1953, 
a supply double that of 1943. This supply will be none too large, 
however. The immediate defense and essential civilian requirements 
will be met, but some civilian uses may still have to be restricted. 
There must be further expansion, with a corollary expansion in electric 
power, to meet the requirements of continued readiness and the longer- 
run expanding civilian demands for aluminum. 

In regard to copper and zinc, supplies are and will continue to be 
very short indeed. We will meet the more immediate defense pro- 
gram and essential civilian needs only by pinching other civilian uses, 
but we will be meeting these needs only by scraping the bottom of 
the barrel. This being the short-run picture, it is all too clear how 
difficult it is going to be to meet the substantially larger, longer-run 
requirements. 

The picture in regard to ferro-alloys, such as manganese, tungsten, 
and chrome, is not favorable. In spite of substantial programed 
increases, supplies in 1953 will probably be short of the indicated 
requirements today. Here, again, the requirements of possible all-out 
mobilization and the longer-term civilian economy indicate clearly 
the great need for continued expansion. 

To meet some of the problems which I have illustrated, it is essential 
that the Government be able to take the kinds of action which are 
provided for in pending amendments to the Defense Production Act 
of 1950. 

The first of these would provide authority roughly comparable to 
that granted the Defense Plant Corporation in the last war; that is, 
it would authorize the President to build plants, factories, and other 
industrial facilities; to lease them for operation by private enterprise, 
or to operate them—through management contracts, or directly— 
when favorable terms to the Government could not be obtained 
through normal leases. 

I want to underscore the fact that providing this authority would 
not mean putting the Government into competition with private 
industry. There are various kinds of productive facilities which are 
critically needed in emergencies like the present, which simply cannot 
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be economically operated in ordinary times, and the construction and 
operation of which involve risks which private industry is not in a 
position to take. Permitting the Government to build such facilities 
amounts, in one sense, to a kind of stockpiling of industrial capacity. 
It would help Government to make certain of the proper introduction 
of desired technological processes during the emergency. 

At the end of the emergency, the Government might want to keep 
such plants in stand-by condition. If conditions are such that 
private industry could operate such plants with reasonable expectation 
of a profit, Government could dispose of them at a fair price. 

Plants and facilities of this kind are particularly needed for certain 
specialized production in two fields—petroleum and minerals. 

There is an immediate need for beginning construction of highly 
specialized facilities to make certain essential components for military 
grade aviation gasolines. These facilities are not only highly spe- 
cialized in the technological sense, but they are extremely costly and, 
except in rare cases, they have little or no economic value in a normal, 
peacetime economy. Probably the greater part of the needed 
expansion of these specialized facilities will be made by private 
industry if suitable long-term product purchase contracts can be 
negotiated. However, the authority to install Government-owned 
facilities of the desired type not only will facilitate the more prompt 
installation of these facilities at the times and in the places most 
advantageous for defense purposes but also will provide a means 
whereby smaller, independent units in the industry can participate 
to a greater degree in the emergency program. 

In the last analysis the manufacture of military grades of aviation 
gasolines and the manufacture of the essential components thereof 
require the utilization of both basic petroleum refining facilities and 
byproducts that necessarily result from normal refining operation. 
Accordingly, in those instances where it would be desirable for the 
Government to build and install new highly specialized facilities, they 
should be installed in existing plants or refineries possessing the 
required basic equipment rather than to construct entirely new plants 
on Government sites alone. 

At this time there can be only a rough estimate as to the probable 
extent of such a program. In World War II, defense plants in the 
refining industry represented an investment of about $250 million. 
In addition, some $200 million worth of pipelines were built under this 
type of authority. If the present emergency should unhappily grow 
into full-scale mobilization, the requirements would probably be of 
that magnitude; if the situation continues at the existing tempo, 
the requirements for these types of facility construction will be ex- 
tremely modest and will be restricted to a very limited number of 
facilities, which are, nonetheless, important. 

This country possesses enormous reserves of both oil shale and coal. 
The precise extent of our oil-shale reserves is not known, but it is 
likely that they greatly exceed our ultimate petroleum reserves. 
Very great progress has been made in all phases of the oil-shale 
development program—including mining, retorting, and _ refining. 
The paramount goal of the shale mining program, to devise means of 
mining large quantities at low cost, has really been attained. 

Both industry and the Bureau of Mines have done extensive 
research on the problem of refining shale oil. Processes have been 
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developed that will produce a variety of fuels—including motor 
gasoline, Diesel oil, and jet fuel—which will fully meet all specifications. 

Great as our oil-shale reserves are, they are surpassed by our 
greater reserves of coal. These coal reserves represent a potential 
source of liquid fuels for centuries to come. Technological advances 
made in producing liquid products from coal parallel those for oil 
shale. 

I believe that it is time to put our oil shale ‘and coal resources to 
work. One or two shale and coal plants of commercial size built now 
would pioneer future large-scale production of liquid fuels from these 
sources. 

Authority for the Government to build facilities and to lease them 
or operate them, either through management contracts or directly, 
would have an important use in the field of minerals. A significant 
example is our experience in the last war in regard to Government- 
owned magnesium plants. These plants could not be economically 
operated in peacetime, but they were maintained in stand-by condi- 
tion for future defense needs. ‘Today they are being rehabilitated. 

This authority would also help to introduce well-qualified new- 
comers into certain highly concentrated industries. For example, 
prospective new participants in the aluminum expansion program 
have met financial and other difficulties. In some instances, other- 
wise qualified concerns have been unable to enter the field because 
their cost-price position in the industry would not be a competitive 
one. Leasing of Government-owned plants to a new entrant would 
avert this difficulty. 

There are other projects in which it would be desirable for the 
Government to be able to build and operate or lease plants for bene- 
ficiating ores and minerals. The need for a manganese-ore-sampling 
plant and a beneficiation plant at Deming, N. Mex., is a case in peint. 
It is necessary to reactivate manganese mines in that area, but there 
is no certainty of a profitable operation after the termination of this 
present emergency. 

Private enter prise is not always able, except at excessive cost to the 
Government, to take the heavy financial risk involved in some of these 
experimental and high-cost operations because of the unlikelihood of 
profitable operations after the emergency. Ia such instances, the 
Government must act independently to procure needed supplies. 

The authority provided in section 303 (a) and (b) to purchase metals 
and minerals and to make commitments to purchase them has been 
of great assistance in increasing the production of these materials. 
Through the means of contracts and commitments to purchase at 
stated prices, producers of certain critical minerals in very short sup- 
ply have been given the assurance necessary to enable them to move 
forward. 

The amendments proposed to section 303 in the bill before you would 
not diminish the authority that we have found so valuable. On the 
contrary, the new subsection (c) would be very helpful in making it 
clear that section 303 not only authorizes action that may be required 
to assure expansion of the production of metals, minerals, and other 
materials but also affords a means to prevent a decrease in the supplies 
of similar materials from high-cost sources when necessary to carry 
out the objectives of this act. 
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Subsection (c) (2) is, of course, beyond my province since it is 
confined to agricultural commodities. Subsection (c) (3), however, 
is particularly desirable because it would permit the Government to 
bear temporary increases in the cost of production, distribution, or 
transportation that threaten to impair the maximum production or 
supply of material in any area. Such a situation might exist, for 
example, if no tankers were available to move kerosene ta New 
England—the normal means of moving this commodity. If the 
needs of the area were met by rail shipments, the differential in the 
cost of transportation resulting from the emergency could be assumed 
by the Government. ; 

In the minerals field, we must rely more and more on high-cost 
sources for our supplies. If we rely simply on the pull of rising 
prices to obtain such supplies, we shall wreck the stabilization. 
What we need above all is an effective means by which we can protect 
our price structure and at the same time bring out that portion of 
high-cost domestic production needed to fill the gap between supplies 
of critical materials otherwise available and our essential requirements 
for them. 

That concludes my prepared statement, Mr. Chairman. I will be 
glad to attempt to answer any questions. 

Mr. Parman. I would like to ask Secretary Chapman a few 
questions. 

First, about lignite coal, I notice you didn’t use the word “lignite” 
and shale. 

Secretary CuapMan. I was taking the coal industry as a whole. 

Mr. Parman. Lignite is not used as a shale? 

Secretary CHAPMAN. No; that was in the coal category and I meant 
to imply it all. 

Mr. Parman. I understand there is a lot of lignite in this country 
and I understand that under a new process they bake and pulverize 
this lignite and pressurize it in pipes, just like you would gas. 

Secretary CHapMAN. I would like to give you a fuller explanation 
of that. Dr. Boyd is carrying on an experiment in Denver, Colo., 
which bears on that. 

Mr. ParMan. I have heard of that. 

Secretary CHAPMAN. That is really working and I think we are 
using lignite in that operation. 

Mr. Parman. Would you mind elaborating on your success in that 
direction, Dr. Boyd? 

Secretary CHAapMAN. I would like for him to give you that because 
I think it is one of the most successful and I consider it one of the most 
profitable experiments that the Government has ever entered. 

Dr. Boyp. I think you are referring particularly to the work of 
drying and transporting lignite coal in powdered form through pipe- 
line? 

Mr. Parman. Yes. 

Dr. Boyp. That work has been done in Denver, Colo., and the work 
so far has indicated very favorable results, much more rapidly than 
we expected to do it. We are doing it in cooperation with private 
concerns. We have put up money for the lignites of Texas which 
will also be available for the lignites of North Dakota and South 
Dakota areas. We are quite hopeful that this work will make avail- 
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able enormous resources of low-grade fuels close to the surface for 
useful production of energy. 
Mr. Parman. I know some of our people in Texas, particularly 
: Texas Power & Light, are very much interested in it and they have 
told me something about it. 
Dr. Boyp. Yes; they have put up a substantial part of the money 
in cooperation with the Bureau of Mines. 


Mr. Parman. Have you arrived at any figure as compared to the . i 
price of natural gas? Suppose you have a price of, say, 5 cents for . 
.natural gas. Can you produce lignite in competition with gas? 4 


Dr. Boyp. I am afraid our cost estimates have not gone that far. © 
The experimental work is at point where our people feel that work =] 
should be done on a larger scale to determine cost estimates, but they fi 
are quite hopeful that in local areas lignite can compete with any ie 
type of fuel. 

Mr. Parman. I noticed a figure somewhere showing we had an 
almost inexhaustible supply of lignite even in Texas and the South- 
west, about 30 billion tons through the State. 

Dr. Boyp. That is right. It is a very large reserve. 

Mr. Parman. And you are making satisfactory progress on the 
development of lignite? 

Dr. Boyp. Yes, very satisfactory progress. 

Mr. Parman. With respect to iron ore, you state that your reserves 
are rapidly—— 

Mr. Wotcorr. Will you yield at this point. Where are the fields 
of lignite located, primarily? 

Dr. Boyp. The largest reserves are in the Rocky Mountain area, 
Wyoming, North and South Dakota, and large reserves exist in Texas 
as well. 

Mr. Wotcorr. Thank you. 

Mr. Parman. About the iron ore, you are acquainted with the 
developments that are going on in Labrador and Venezuela? 

Secretary CHAPMAN. I am. 

Mr. Parman. How much ore is claimed to be obtained from Venez- 
uela and Labrador? 

Secretary CHApMAN. I forget the figures they have marked out. 
Do you have the estimate they have on that reserve? 

Dr. Boyp. I don’t have it, but it is in the neighborhood of a billion 
tons. 

Secretary CHAPMAN. It is a very large amount. 

Mr. Parman. In Labrador what would be the estimate? 

Secretary CuapMAN. I think they have marked out something like 
a half billion tons. 

Dr. Boyp. That is right. 

Mr. Parman. And what is the metallic content of iron ore of the 
two countries? 

Dr. Boyp. They are very high in both areas. Particularly the 
Venezuela deposits are around 50 or 60 percent. 

Mr. Parman. Of course, in the event of war we could have trouble 
in transportation from those areas. 

Secretary CHAapMAN. That is right. 

Mr. Parman. Especially Venezuela. I recall our experience during 
World War II trying to import crude oil from South America. 

Secretary CHapMAN. We lost a lot. 
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Mr. Parman. Only a small percentage got through. 

Secretary CHapMaNn. We lost a lot of boats as you remember. 

Mr. Parman. The same thing would apply to iron ore, in the event 
of war, from Venezuela? 

Secretary CHapMAN. That is correct. 

Mr. Parman. In Labrador I guess you have a better chance but 
not too good a chance. 

Secretary CHapMAN. Your chances of transportation security would 
obviously be better. I think certainly the transportation features 
would be much better in terms of security. 

Mr. Parman. You are encouraging the steel expansion? 

Secretary CHapMan. I have. 

Mr. Parman. And the expansion is to be 17 million tons over the 
rate of steel production today? 

Secretary CHapMmAn. I think that is about the rate. - 

Mr. Parman. And the expansion program contemplates what 
figure, to what figure? 

Secretary CHAPMAN. It is now 100 million tons and there is an 
additional 17 added to that. 

Mr. Parman. When will the 17 come into actual production? 

Secretary CHAPMAN. It will take at least 2 to 245 years to complete 
the capacity expansion. 

Mr. Parman. Would you have any in less time than 18 months? 

Secretary CHapMAN. You will have some. Some small part will 
come in in a shorter time. 

Mr. Parman. Will you have some in 12 months? 

Secretary CHAPMAN. Yes. 

Mr. Parman. Where would that be? 

Secretary CuHapMan. It would be in the Pittsburgh area, Con- 
gressman. 

Mr. Parman. In the Pittsburgh area? 

Secretary CHAPMAN. Yes. 

Mr. Parman. When do you expect the operation in Texas? 

Secretary CHAPMAN. I don’t have the timetable for that develop- 
ment particularly, but I would assume within 2 years. 

Mr. Parman. Within 2 years? 

Secretary CHAPMAN. Yes. 

Mr. Parman. I think it was expected within about 14 months, so 
it should be about a year. 

Secretary CuapmMaAn. That is probably right. I was figuring 2 
years from the time we first started talking. I don’t have the exact 
timetable for that Texas development. 

Mr. Parman. Now then, on molybdenum you know we have about 
a billion tons. It has been estimated from 4 million to 1 billion tons. 
That is in the interior, about three-quarters of a mile back from you 
might say the Gulf or the ocean. It is rather secure in event of war 
and could be a great reserve and backlog for our ore supply. 

I want to ask you next about aluminum. I notice you state we 
will have a large supply of aluminum by the end of 1953; that is 
about twice the supply in World War IT. 

Secretary CHAPMAN. That is approximately correct; yes. 

Mr. Patman. Will you have plenty of aluminum then? 

Secretary CHapMAN. We are not certain whether we will have 
plenty of aluminum and we are still restudying, Congressman, the 
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question of whether we should recommend additional capacity for 
aluminum now. 

Mr. Parman. We have contacted you from time to time about the 
complaints from small business concerns. 

Secretary CHAPMAN. That is right. 

Mr. Parman. That they do not get aluminum? 

Secretary Cuapman. That is right. 

Mr. Parman. And the deadline has been extended from time to 
time. What is the present status with reference to aluminum for 
small concerns, generally? 

Secretary CHapMAN. Congressman, to start with, we are obviously 
short of aluminum now at this moment. If you are talking about the 
small fabricators and users of aluminum products, my guess is they 
won’t be able to get all they need during the rest of the year, and 
part of next. year. As of the moment, the present producers of 
aluminum, as you know, are only three companies of any important 
size and they are now increasing their capacity to produce more 
aluminum pig. There are several, probably four or five, applicants for 
Government assistance who want to get into the field. These are 
independent, small-business people who want to get into aluminum 
production. 

One of the difficult problems which we face today is that of getting 
a new, independent producer into the picture. 

I want to say that all of us are working hard in trying to get all 
the independents into the aluminum production we possibly can. 
In this way, we can make certain that aluminum will be available 
for the many fabricators. 

Mr. Parman. I appreciate what you are saying right now but 
don’t you think that the emergency is such that we should take 
advantage of any opportunity to obtain immediate production or 
early production? 

Secretary CuapmMan. We should. We should get as much early 
production as we possibly can. 

I don’t like to pass around responsibilities, but the distribution of 
materials in short supply is a matter for NPA to handle. In other 
words, the distribution of aluminum to fabricators is not my job, but 
that of NPA. I am trying to give you my thinking on it, Congress- 
man, and in fairness to try and give a rounded picture. I don’t like 
to duck questions by saying it is somebody else’s business because I 
have to work with it and I know the problems that they face. 

I would like to bring in some new producers of aluminum if we 
could, but I agree with you that you must get your production as 
early as you can and as fast as you can get it. I do want to hold a 
balance, a very careful balance so that we don’t foreclose the chance 
for some independent fellow to get into the production of aluminum 
pig, if he can. 

I want to be certain that we don’t allocate capacity to the present 
established companies until I am sure that these other fellows have 
had a fair and honest chance to try to finance their operations to get in. 

Mr. Parman. That sounds all right, but how long will you wait on 
that? 

Secretary CHAPMAN. We can’t wait too long. We have waited a 
considerable time for several of them. One of them, I am quite hope- 
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ful, will be able to complete his arrangements soon or at least will 
let us know in a very short time whether he can or not. 

Mr. Parman. What section of the country. I will not ask you to 
specify exactly, but which geographical area? 

Secretary CHapMAN. This particular one that I have in mind that 
is nearest to completion, if he can meet it, he would be in the Montana 
area. 

Mr. Patman. The Montana area? 

Secretary CHAPMAN. Yes; he would be located in Montana. 

Mr. Patman. How about the Pacific Northwest? My attention 
was called to a facility of Mr. Kaiser, at least the Kaiser industries 
were anxious to operate in the Pacific Northwest and that is being 
held up for some reason. I haven’t gone into it with them. 

Secretary CHapMAN. His problem is, Congressman, that he has no 
contract for power supply at the moment. 

Mr. Parman. If I understand it correctly—I only have a limited 
knowledge of it—they can get power for a certain period during the 
year but it is not firmed up with a steam plant or anything like that. 

Secretary CHapMan. That is right. 

Mr. ParmMan. But they do have it definitely for a period during the 
year; is that right? 

Secretary CoapMaNn. They have enough power to run—I forgot for 
what period—but a period of the year. 

Mr. Parman. Now, then, if they are willing to run that risk, don’t 
you think that you could very well afford to consider the Government 
permitting it to be done? 

Secretary CHAPMAN. You have a competitive relationship that 
effects that particular situation. Alcoa also has a plant up in that 
same area and they want to expand their plant. 

Mr. Parman. How about letting both of them expand? 

Secretary CHAPMAN. You won’t have power enough for both of them. 

Mr. Parman. Are they in competition with the same power? 

Secretary CHapMANn. They would definitely be in competition for 
the same source of power. 

Mr. Parman. For that limited length of time that you mentioned? 

Secretary CHapMAN. Yes; they would be. 

Mr. Parman. Does either one have a contract permit or precedence 
over the other one? 

Secretary CHAPMAN. Only to this extent, under the authority of the 
State of Washington, the public utilities districts have some contrac- 
tual negotiations, at least, going on with Alcoa. I don’t think they 
have completed them but they are in the process of negotiating some 
power for them. 

Remember, in the Northwest, as in many other areas, the public 
power program and the private power people all pool their power 
facilities in order to help meet the demands for a given defense plant. 

In this case, it will require the pooling of the power in that area, so 
that the new increased plant of Alcoa will get the kilowatts it needs, 
even though it will not be getting the power from a Federal agency. 

Mr. Parman. Will the Montana project supplant the need for the 
Pacific Northwest? . 

Secretary CHApMAN. No; it would not. 
Mr. Parman. It would not enter into that? 
Secretary CHAPMAN. No. 
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Mr. Parman. Do you have in mind trying to encourage more inde- 
pendent operators to come into the production of aluminum in the 
area we are now discussing? 

Secretary CuapMan. You have to remember that the Northwest 
has the cheapest, lowest, power rate in America, so consequently 
it would be unfair if we foreclosed all power that we had for sale 
to one or two of the major operators, and not give one little inde- 
pendent a chance to get in on a competitive basis with the cheap 
power because that is really where the crux of the competition enters 
this thing—the cost of power to produce it. If they can meet the 
competitive cost of power, the independent fellow could very nearly 
get in, so I feel a little reluctant to foreclose all of our power that 
we would have for sale—I am speaking now purely from the power 
point of view up there—to make a contract to foreclose all our future 
sales of power to the two major operators and not give one independent 
a chance to get in on the power. 

Mr. Parman. If I understand your explanation, you could not 
permit both of them to go in anyway? 

Secretary CHAPMAN. It would be very doubtful. I doubt seriously 
whether the power—Mr. McManus, do you think we could? 

Mr. McManus. Not in the Pacific Northwest. We are definitely 
short out in the Pacific Northwest and there does not seem to be any 
possibility of correcting it until 1954, when some of those large hydro 
developments come in. Then it will be corrected. 

Mr. Parman. That is your reasoning now behind that project. Of 
course, in the light of any additional information that would be 
revealed it would have a tendency to change your mind. 

Mr. McManus. Well, I don’t see any possibility of getting addi- 
tional power in there, Mr. Patman. We have worked our figures up, 
estimated loads, and estimated capacities through 1953. 

Mr. Parman. Through 1953? 

Mr. McManus. Yes. 

Mr. Parman. How does the power rate up there compare with the 
power rate where they are putting in these new plants, some down 
around Baton Rouge. 

Secretary CHapmMan. We are putting one in near New Orleans. [ 
think Kaiser has a large plant near New Orleans. I don’t know the 
exact comparative cost because that power will be generated from 
gas which is available there. I have honestly been trying to encourage 
some of them to go down there to locate in that area. 

Mr. Parman. Wasn’t there one near Corpus Christi, too? 

Secretary CuapMan. I think Reynolds has one at Corpus Christi, 
but all three of these operators have an operation already in the 
Northwest and each of them want an increased power contract with 
us. All three of them have applied. 

Mr. Parman. But you are trying to encourage them to go else- 
where, where the power situation is not so 

Secretary CHAPMAN. That is what we are trying to do. We are 
trying to get them to go where the power is not quite as tight as it is 
up there. I do want to leave a fair share of that low-cost power 
for an independent company, if they can make it. Maybe they can’t 
come in but I want to leave an honest chance to get in. If they can’t 
[ can only wait so long. Then I have to get the production. 

Mr. Parman. That is all. 
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The CHarRMAN. What is the situation with reference to our domestic 
production of copper? 

Secretary CHAPMAN. Congressman, our domestic production of 
copper, which Mr. Boyd can give you in more detail, I think is 
reasonably good from the point of view of increasing production. 
Their plants for the next 2 or 3 years will increase and bring out more 
production of copper than we have had. I don’t remember the 
figures of the exact amount of that increase, what it would amount 
to, but it is not enough to meet our demands and our real essential 
requirements. Itis not enough. We have to look to foreign markets 
to get some copper. 

The CuarrMan. Will it be essential to put into production high- 
cost deposits of copper? 

Secretary CuapmMan. I think so. I think we should put high-cost 
deposits of copper in production if we can. 

We are doing that in some instances now. 

The CuarrMan. For what strategic metals are we entirely depend- 
ent on a foreign supply? 

Dr. Boyp. Such minerals as mica, almost entirely; manganese, 90 
percent; chrome to almost 100 percent; quartz crystal, beryl, not 
quite so high. 

We have a little production of some of these things, but I am giving 
you those for which we are entirely dependent on foreign countries. 

The CuHarrmMan. Are they absolutely essential to us? 

Dr. Boyn. Absolutely. 

Mr. Parman. Have you found any way to beneficiate manganese? 

Secretary CHAPMAN. That is one of the questions I touched on in 
my statement. We want to put that plant in if we can. 

Mr. Parman. You can do it? 

Secretary CHAPMAN. We think so. 

Mr. Parman. No question about it? 

Secretary CHAPMAN. I want to qualify that. Mr. Boyd tells me 
in certain areas the quality of the ore might create some difficulties. 

The CHairMAN. What countries produce these essential minerals? 

Dr. Boyp. I have given you just a few from memory, Mr. Chair- 
man, but in the case of manganese, from India, South Africa, the 
Gold: Coast, Brazil, and other parts of the world. 

In the case of chrome it comes from Turkey and Africa and other 
minor sources. 

In the case of quartz crystal it comes almost entirely from Brazil 
and a little from India. 

In the case of mica it comes from India and Brazil. 

In the case of beryl it comes from India and Brazil and Africa. 

In the case of chrome, it comes from Turkey and from Africa. We 
used to get chrome and manganese from Russia but a year or two ago 
they cut us off and we had to go to other sources for it. 

The CuarrMan. How many essential minerals are produced behind 
the iron curtain? 

Dr. Boyp. Behind the iron curtain, oh, I assume virtually all of 
them are produced in some quantity. 

The CuarrMan. We wouldn’t be dependent on the supply produced 
in Soviet-controlled countries. 

Secretary CHapMAN. No; we wouldn’t, not for any of these min- 
erals. We can obtain them from some of these other free countries 
with us if we work in collaboration with them. 
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Congressman, I thought you might be interested in some figures of 
the power increase, to show you how the increased demand for power 
has taken a turn since 1944. I will express this in kilowatt-hours: 

In 1944, the annual energy was 225,103,000,000 kilowatt-hours. 

In 1950 it was 323 billion kilowatt-hours. 

It shows you the increase and the demands and requirements are 
still going up continuously. 

The CHARMAN. The increased production that you are endeavor- 
ing to achieve is by private enterprise? 

Secretary CHAPMAN. Principally, yes. 

The CuarrMan. Do you have any difficulty in persuading them to 
produce, when probably after the emergency is over there wouldn’t 
be necessity for the full capacity? 

Secretary CHAPMAN. Congressman, I don’t think that you would 
find any real businessman in the power industry today that would 
have the slightest hesitancy of building a power plant in his area of 
operation, if he can get the materials to build it with, because I think 
that every power man in this country realizes that the continuing 
need for power is so definite, that his risk of not needing this capacity 
at the end of a period of years, after the emergency is over, is so small 
that he wouldn’t hesitate to take the risk. 

I don’t think there is any question of that. 

There is no power man that I know of that will hesitate to build 
the required expansion if he can get the materials with which to 
build it. 

The Cnairman, Do you think that these power plants would be 
used to the fullest capacity after the emergency is over? 

Secretary CuapMan. Every kilowatt. ‘I don’t think there is any 
doubt about it. The figures I have just given you are an indication 
of what has happened after the last war, showing that increase of 
almost a hundred billion kilowatt-hours. We also know what the 
requirements are today, and if you look at the order boards of the 
equipment manufacturers, you will begin to see what private in- 
dustry in the power field has already asked in terms of their own 
planning, their own engineers, for expansion of their own plants, and 
you will realize how strongly they feel about this need, entirely on 
their own initiative, to expand their own facilities. 

The Cuarrman. And business has responded to your suggestion to 
increase production? 

Secretary CHAPMAN. Very generously, Congressman. They have 
responded. I have some figures that show within the next 3 years 
power production capacity will increase 27,000,000 kilowatts. That 
is a terrific increase of power. ‘There is no hesitancy on the part of 
the power people to go ahead and expand their facilities for the fear 
of a market decline. That fear doesn’t exist in the power field as in 
the mining field. 

The minerals and mining picture might be quite different in that 
respect because there is a risk involved there that is not inherent in the 
power situation. 

Mr. Wotcorr. Mr. Secretary, how much of this increase in the 
demand for power kilowatts has been brought about by expansion of 
production and how much by a conversion from coal? 

Secretary CHapman. I didn’t get your last phrase, 
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Mr. Wotcorr. How much by expansion of production and how much 
by conversion from coal? 

Secretary CHapMan. I don’t think that expansion of power has 
any impact on conversion from coal except in some cases to increase 
the use of coal for steam generation. The larger our steam generat- 
ing capacity, the more fuel we need. The expansion in power ca- 
pacity has been brought about for two specific reasons; first, the 
normal civilian increase in use of electric power has been steady, 
gradually going higher and higher each year in the use of electric 
facilities. 

In addition to that, the mobilization porgram is now beginning to 
take its full effect on the demand for power. 

The power companies are beginning to realize and see what that 
demand is. That demand added on top of the civilian demand in- 
creases is very material from the mobilization program. 

Mr. Wotcorr. How much has the development of hydroelectric 
power affected the magnesium industry? 

Secretary CoapMaN. I think probably it has affected it considerably 
in the Northwest. You have to remember this, that great Columbia 
Basin is one of the greatest resources that those people in the North- 
west have. It is also one of the greatest national resources. That is 
their really great asset and it is producing cheap power, so consequently 
it has attracted considerable business in that area. ‘That is one of the 
most obvious examples I can refer to. 

Mr. Wo corr. I don’t know if you want to answer this next 
question, but I think you should be interested in the available domestic 
supply of iron ore and when you might expect under present use and 
production our domestic supply of iron might dry up? 

Secretary CHapMAN. You have had a lot of variation of figures. 

Mr. Wotcort. I am from Michigan and I was interested in those 
mines. 

Secretary CHapMAN. I appreciate that. I appreciate your interest 
in that area but not just that area particularly. I know of your 
interest nationally. 

There have been a number of figures given as to the tonnage 
reserves left and the number of years that they would last. I think 
that the best estimate we have from the Bureau of Mines, I think the 
number of years in that Mesabi Range, the total range, what was that, 
20? 

Dr. Boyp. Twenty. 

Secretary CHAPMAN. Ranging about 20 years, is when the present 
reserves will be utilized and used up. 

Mr. Wotcorr. Does that mean that we will continue the present 
production on the present level for 20 years? 

Secretary CHapMAN. I doubt if you could continue the present rate 
of production of ore at the present rate, because the further you go 
into the—should I say exhausting—of it, a little less production will 
enter, but within 20 years you will have exhausted your reserves in 
the Mesabi Range, your high-grade reserves, obviously. 

Mr. Kitspurn. Don’t you think that under those conditions we 
should have the St. Lawrence seaway? 

Secretary Cuapman. Of course, Congressman, I have been trying 
to convince some people on that subject for a long time and I am 
afraid my salesmanship has been very bad. 
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I think the St. Lawrence seaway ought to be built. I know a lot 
of people hold a different point of view, but I feel it is a part of our 
security for the long-range development of this country. We are still 
on a basic steel economy in this country, and will be for a long time. 

I realize that there is a considerable shift to the light metals industry 
in this country, but for many years you are going to be dependent 
on the basic steel industr y. 

Now, with that in mind, I just think for the security of our country 
we ought to try to develop the whole St. Lawrence seaway project. 
I believe that it is an davantage to the country and a benefit to our- 
selves as a security measure. Besides, I think it will repay us. 

Mr. Kitsurn. Don’t you think, also, that the Canadian Govern- 
ment should agree with our Government to charge enough tolls so 
that the St. Lawrence seaway is self-liquidating? 

Secretary CHAPMAN. I am speaking out of my field of operation, 
because the negotiations with the Canadian Government obviously 
would be with another department, but I don’t believe that you would 
have any difficulty with the Canadian Government in arriving at an 
agreeable figure of a toll cost with us. 

Mr. Kitpurn. I want to see it developed and I do want to see it 
developed on a self-liquidating basis. 

Secretary CHapMAN. I think it will pay for itself, Congressman; 
IL really do. 

The CuHarrMAn. What effect has the increase in hydroelectric power 
had in the consumption of coal? 

Secretary CHAPMAN. Mr. Chairman, to relate it just to coal is diffi- 
cult—here I have four administrators with me, each one administering 
a competitive energy under me, coal, gas, oil and power, and each 
one competing for the market. 

I should say, however, that it is difficult to relate the use of coal 
directly to the increase in use of hydroelectric power. It is my 
understanding, however, that in the Tennessee Valley, particularly 
during part of the decade of the 1940’s, the development of the water 
resources of the region has resulted in a substantial increase in the 
use of coal. This is due in part because of an increased use of coal 
for steam generated power for firming-up purposes, and in part 
because the stimulus to industry generally in that area resulted in 
an increased demand for coal. 

The CHarrMan. The consumption of coal has actually decreased, 
is that right? 

Secretary CHAPMAN. Yes, it has. The over-all decline in consump- 
tion has been 18 percent from 1944 to 1950; about 6 percent from 
1946 to 1950. That was not from normal use, by the way, that was 
from the peak war years. And I am certain that the development of 
hydro power has not caused this decline. 

The CuarrMaANn. What is the continuing effect, a sustaining loss all 
the time? 

Secretary CuapMAN. I don’t think so. I think we have reached a 
stage in the development of coal consumption. It is just like a gro- 
ceryman. He has to learn how to package his commodity if he is 
going to attract the customers to buy it. In this case, I think the 
producers of coal have got to go into new fields, they have to enter 
this new competitive field of synthetic fuels. They have to find a 
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new way to package their commodity to sell it. I believe they are 
reaching that stage. That is one thing. 

Second, I think you can use more coal for steam-plant operations of 
power plants i in some areas, as has happened in some places such as 
I have described. I would encourage that in many areas. Hydro- 
electric power is a renewable source that is never lost, but even where 
hydro is developed, steam power may be necessary at times for 
‘“priming-up” purposes. General industrial development adds to 
more use of coal, too, under certain conditions. I really believe that 
we ought to give encouragement to the coal industry to help them 
find a way to help market their products to get them to the public. 

The CuairMaANn. Do you think that new industrial uses for coal 
may be found? : 

Secretary CHapMAN. Yes; I do. I think new industrial uses can 
be found for coal. 

Mr. Wotcort. I don’t know whether I am asking this question 
right and properly or not but can you give us any information as to 
the expected use of agricultural commodities in industry? 

Secretary CHAPMAN. I am afraid I am not in a position, Congress- 
man, to give vou an adequate answer to that, because that is so com- 
pletely out of my field, I cannot indicate how far they can go into the 
use of agricultural produc ts. 

Mr. Wotcorr. They are making advances in that field? 

Secretary CHAPMAN. Yes; they are making advances in that field, 
but I would not have the most accurate and complete answer for you 
in that. 

The Cuatrman. Mr. Cole. 

Mr. Cour. Mr. Secretary, on page 9 of your statement you say that 
authority for the Government to build facilities and lease and operate 
them is important. 

Secretary CHAPMAN. Yes. 

Mr. Coie. Are you suggesting some additional amendment that 
is not in the bill now under consideration? 

Secretary CHapMAN. No; I am really supporting the language that 
is in the bill, the amendments that have been suggested for this bill, 
the ones that Mr. Wilson suggested the other day. 

Mr. Cour. Is that section 202 of title 111? 

Secretary CHAPMAN. I think that that is the section, Congressman. 

Mr. Coir. You think that is the section? 

Secretary CuapMan. Yes; I think that is the section. 

Mr. Coir. You don’t think that section 201 (a) is sufficient for 
your purposes? 

Secretary CHAPMAN. No; we don’t think it is quite clear enough. 
We think we really need the more definite authority as expressed in 
the amendment. 

Mr. Coxe. That is all. 

The Cuarrman. Mr. Deane. 

Mr. Deanne. No questions. 

The Cuarrman. Any further questions? 

Mr. Bouune. Mr. Chairman. 

The CuarrmMan. Mr. Bolling. 

Mr. Bouurne. Mr. Secretary, would you describe, perhaps briefly, 
the relationship of your department to the Defense Production 
Administration and the Economic Stabilization Agency, and so on? 
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Secretary CHapmMan. The Defense Production Administration, as 
you know, is an agency set up under Mr. Wilson that really coordinates 
all the operating functions of the various parts of the Government 
concerned with production, and the DPA is the agency at the top 
level which sets the policy basis on which we operate. We are really 
the operating agencies in the production field. 

Take the Defense Minerals Administration, the Petroleum Adminis- 
tration for Defense, and the others. They are operating agencies. 
We make our recommendations based on the economics of an indi- 
vidual case directly to DPA. 

Mr. Bourne. I see. 

Then your relationship to stabilization—it is what relationship? 

Secretary CHAPMAN. So far, wé have had very little formally. We 
don’t have any direct responsibility in that, except for advice they 
might ask us on a certain commodity. 

Mr. Boutuinc. What would be the effect in the field of minerals if 
we had a continuing runaway inflation? 

Secretary CHapMAN. What would happen would be that we would 
be using up more dollars and getting probably less material, certainly 
not any more. That is what would happen to us. We would just 
be spending more and more money, and would get fewer and fewer 
materials. 

We have to always look to the fundamental objective, which is to 
get a certain amount of manganese, chrome, and all of these other 
minerals and fuels that I have mentioned. We have to get these 
materials to meet essential military requirements and as much as we 
can to meet civilian requirements. That is our objective. 

We do advise with the stabilization group regarding prices of the 
different commodities for which we have production responsibility. 

Mr. Bouurne. Concerning those commodities in your particular 
field? 

Secretary CuapMANn. That is right—only those in our field. 

Mr. Boturne. Mr. Secretary, on page 10 of your statement, the 
third paragraph: 

Private enterprise is not always able, except at excessive cost to the Govern- 
ment, to take the heavy financial risk involved in some of these experimental and 
high-cost operations because of the unlikelihood of profitable operations after the 
emergency. 

Secretary CHAPMAN. Yes. 

Mr. Bouuine. I am particularly interested in that phrase, ‘‘except 
at excessive cost to the Government.” 

The other day, Mr. Larson told us something of the situation with 
reference to, I believe, titanium. 

Secretary CHAPMAN. Yes. 

Mr. Boturne. Could you enlarge a little bit on what that means in 
your mind? 

Secretary CHapMAN. When I say ‘“‘an excessive cost,” that may not 
be the best choice of language, but I used it for the purpose of emphasis 
because the Government, in many instances, will have to put in a 
rather large share of the money required to build certain facilities 
and to assure their continuous operation, as an aid to the industry. 
The Government will have to provide some pretty heavy incentives in 
some cases to get the job done, even though the product may, in 
some situations, be one produced by private industry. 
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Mr. Bouurng. Then your feeling is that perhaps in some cases the 
incentives necessary to get private industry to do a certain job will be 
in effect excessive in relation to what will be the cost to the taxpayer if 
the Government plant were constructed? 

Secretary CHAPMAN. That is exactly what I mean. That is my 
point exactly. It would be better for the Government to build it 
outright and then have it operated by lease or otherwise by private 
industry; and have the facilities available later for another emergency. 

Mr. Bourne. It is better in no theoretical sense, but just in the 
practical sense of saving money. 

Secretary CHAPMAN. Just in the practical sense that you can get it 
done with less cost. 

Business as a whole, I think, has been very willing to come in on 
these projects and has undertaken to develop and expand where 
necessary. We have to remember that there are certain risks involved 
that are abnormal during these times when we want certain things 
done almost overnight. Industry has to move very fast. That 
creates an unusual cost. 

I will use an example—we had a requirement for aviation gasoline, 
for which we had to have a very measurable increase, which figures 
I will not use. To get the increased output, meant that some of 
the refineries had to make some transitions immediately and as fast 
as possible, and that involved an abnormal and unusual cost to them. 

Consequently, I felt that you had to give as strong an incentive 
to them for that particular job as you possibly could. In general, 
I think my statement covers the types of cases which require the 
proposed amendment. 

Mr. Bourne. J see. 

One more question, Mr. Secretary: 

In considering the statement which begins at the bottom of page 4, 
speaking of electric power— a subject which you have enlarged on— 
I wonder if the recent cuts made by the House in the Interior appro- 
priation bill will adversely affect the power situation with regard to 
national defense. 

Secretary CHAPMAN. I think it would. 1 think that that really 
will affect the power situation. 

Bear this in mind: 

You have certain projects, hydroelectric projects in America, that 
have been brought about and developed on two bases: 

First, the Corps of Engineers has built dams for flood control and 
other purposes, and among those other purposes is power that is pro- 
duced by that dam, but you have already put the capital investment 
in the dam; it has been built from the taxpayers’ money. 

I have in mind a dam, for example, that I will not mention by 
name. This dam cost $80,000,000. If we don’t build a power line 
to that dam we won’t have any chance to recapture that total invest- 
ment of $80,000,000. Our public power policy, which is the law of 
the Congress, provides for this, and also provides not only for repay- 
ment to the Treasury of this money, but also that the benefits of the 
power will be made available to as many people as possible. 

Second, it will have the effect of retarding production of: kilowatts 
that we will need at a most crucial time. 

Mr. Bouurne. Then perhaps those cuts, if they were to remain, 
conceivably would have the effect of costing the Government addi- 
tional money? 
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Secretary CHapmas. Not only will it cost the taxpayer additional 
money in some cases, it is going to cost a vast number of kilowatt- 
hours we would otherwise have available for the defense effort. 

Mr. BouuinG. So we might be hit two ways in the costs of produc- 
tion and in the number of kilowatts which we urgently need? 

Secretary CuapMan. That is right. 

Mr. McKinnon. We are putting a lot of small-businessmen out of 
business because we are short of aluminum and, if we had this power 
facility, we could expand our aluminum? 

Secretary CuapMANn. That is correct, but remember you can’t have 
low-cost power everywhere. It is only in certain areas where the 
particular physical location lends itself to it, where the water and 
resulting hydroelectric power is really available and in those areas 
where we have low-cost power, we ought to try to let some of the 
little fellows in if we can on the cheap power. That we try to do. 

Mr. McKinnon. You mentioned resources. I think you over- 
looked one of our gravest shortages in resources and that is the matter 
of water. We have water problems on the east coast as well as on 
the west coast. We have to do something about taking care of 
this increase in water facilities if we are going to keep up our defense 
production, particularly in certain areas of the west coast. 

Secretary CHAPMAN. I have not referred to water, because that is 
such an all-encompassing subject that we would need a full-scale dis- 
cussion in order for wen to realize how serious the water problem is. 
We have talked about the shortage of minerals and shortage of these 
other things and so many of us take day by day the question of the 
availability of water as a matter of fact. Water is not plentiful in 
this country in any section of the United States. That sounds rather 
strange to vou, if you are thinking of the Hudson River and the 
Mississippi floods and all of that, but I am talking about the water 
that you can use and that is available for industrial development for 
domestic consumption and for agricultural uses. We are short of 
water. The water tables are dropping in practically every section 
of the United States today. The water tables have been continuously 
dropping, not just in California but in Minnesota and in New York. 
The water tables are still going down. How soon we can rectify that 
is something to be studied, that urgently needs to be studied. 

I get off on one of my crusades when we talk about that subject. 
When the subject of water comes up, I always want to talk about the 
salt-water bill. I am interested in a demonstration plant, so that we 
might be able to produce fresh water from salt water. It can be done. 
It is done by the Navy—it has been done. The question is, can it 
be done on a large scale at a low-enough cost to make it feasible, and 
that is what I want to test. Iam asking Congress to let me test the 
process. 

Mr. McKinnon. Isn’t true that if it is worth money to us to go in 
and increase the size of factories or plants or other raw materials that 
are lost to the Government in the interest of national defense and in 
the interest of the over-all social need, that it is just as logical to 
carry on an experiment on water development likewise? 

Secretary CuapMan. I think so. I don’t have the figures with me 
today, but I could tell you how many tons of water it takes to pro- 
duce 1 ton of synthetic rubber. It runs into hundreds of thousands 
of gallons to produce 1 ton of rubber. 
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The use of water in the industrial field is becoming so great because 
of our expansion of production—we are a large-scale, mass-producing 
country, and our population is increasing, not decreasing. We are 
increasing very materially and very fast. Something over 20,000,000 
increased population in this country in the last 10 years, and the 
largest increase was in the Northwest and in the Southwest. 

When we think of the increased population, and the increased in- 
dustrial demand, we have to plan a long way ahead to produce facili- 
ties and have water for these people. 

Mr. McKinnon. We are using water faster throughout the country 
than we are getting it, aren’t we? 

Secretary CHAPMAN. Faster than it is replenishimg itself within the 
ground in many areas; yes, that is correct. 

The CuarrMan. What is the comparative cost in hydroelectric 
power and power generated by coal? 

Secretary CHapMAN. Congressman, I don’t have that figure. I 
would like to ask my private power operator from the Georgia Power 
Co. if he can answer that. I don’t have the figure right offhand. 

Mr. McManus. I don’t think there is any such thing as comparing 
hydro with steam. You have to talk about a specific site. We 
know good and well what steam costs, usually. You can usually put 
it in for from $100 to $150 a kilowatt, but hydro depends entirely on 
the site, depends entirely on the amount of water, and depends entirely 
on what the slow flow is, in firm power. It can run from $200 or $300 
a kilowatt to $1,000 a kilowatt, depending on whether you look at it 
as firm power. There are not many hydro sites outside the Pacific 
Northwest, probably, that are pure, if you put it on a comparable 
basis; that is, competitive with coal. 

The CuarrMan. [ realize that there is a difference, of course, in the 
cost of hydroelectric power in various sections of the country, but, 
generally, hydroelectric power is very much cheaper than that which 
is generated by steam; isn’t that true? 

Mr. McManus. No, it is not. Steam plants are cheaper in 
most sections of the country. There are a few hydro sites, I think, 
in the Southeast, and afew in the Pacific Northwest, which if 
you put them to a strictly competitive basis with all the cost in- 
volved, leaving out flood control, would compete effectively, but most 
of the time steam is actually cheaper. 

The CHairman. Is cheaper than hydroelectric power? 

Mr. McManus. Yes, sir. 

The CHarrMan. But that is because there is no adequate hydro- 
electric power in those sections, isn’t it? Where the conditions are 
favorable, hydroelectric power is much cheaper, isn’t it? 

Mr. McManus. I don’t know. In our own section I know there are 
sites left where it is competitive and in the Pacific Northwest there 
probably are, but generally, if you take all the costs into consideration, 
you will find that steam is cheaper. 

One of the reasons for it, Congressman, is this: 

If you build a steam plant for 200,000 kilowatts, you have 200,000 
kilowatts, 12 months a year, 365 days a year, except for a little outlay 
for maintenance, but with a hydro plant, if you have a dry year, you 
can’t shut people off, so you have to put in a steam plant to back it 
up anyway. 
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The CuatrMan. What has caused the loss in the market for coal, if 
steam-gencrated electricity is cheaper than hydroelectric power? 

Mr. McManus. A very large percentage of the generating capacity 
that is going in in the next 3 years will be steam. It is using a tre- 
mendous amount of coal. But, of course, it is also supplying fac- 
tories which were burning coal, so there is some offsetting factor 
there. : 

The CuHarrmMan. You think, then, that the development of hydro- 
electric power has had very good effect on the loss of the coal market? 

Secretary CuapMaNn. I think it has had considerable effect, in some 
areas. Take the TVA area, as an example. I understand that a 
study is underway. concerniug even greater fuel needs, which will 
come from coal or some other source. 

Congressman, may I go back to a question that Congressman 
Bolling asked a moment ago, since I think I can give him 4 little 
fuller answer. 

I hope I am not taking advantage of this committee by referring 
back to this subject but it does tie in with his question and I feel that 
I didn’t adequately answer it and in order to fully answer it, I am 
going over into something that you have already acted on. 

Since I have been Secretary of the Interior, I have signed 70 con- 
tracts with the Bonneville Power people, with private utilities for 
wheeling and integrating contracts. Through the Reclamation Serv- 
ice I have signed 42 contracts. 

With the Southwestern Power Administration, I have signed three. 

In many instances, I will be unable to comply with the require- 
ments of those contracts that I have already signed under the advice 
and suggestions of the congressional and senatorial committees which 
I appear before. 

If the Keating amendment and the other restrictive actions remain 
in the Interior appropriation bill, I could not comply with the con- 
tracts as now written. 

Perhaps I shouldn’t have raised that issue but you asked me if it 
affected the cost. It will affect the cost because I can’t meet the 
contracts. I will have to let them go. 

Mr. Bouuina. Mr. Secretary, I raised that question originally. 
Thank you for your pertinent answer. 

Mr. Brown. I would like to ask one question: 

I notice on page 5 of your statement you say some concern is also 
felt about the shortage of power in the Southeast. I want to say 
everybody is concerned about it there. We know there is a shortage. 
The Savannah River has probably as many good power sites as any 
river in the United States. It has been neglected all these years, 
water wasted. We are now building the Clark Hill Dam which is 
about two-thirds completed. 

Money has been allocated for planning of the Hartwell Dam about 
67 miles above Clark Hill. The Hartwell Dam has been certified as 
a defense project and is needed now. That certification was made 
before the decision to locate the atomic energy plant on the Savannah 
River. I certainly think we should build this dam immediately 
because it will increase the prime power output of the Clark Hill 
project by more than 50 million kilowatt-hours per year and is 
needed as an auxiliary dam to the Clark Hill Dam. The Hartwell 
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Dam must be started at once in order to have sufficient power for 
the Savannah River plant of the Atomic Energy Commission. 

Secretary CHAPMAN. I agree with you, Congressman, it ought to be 
built. I think we ought to use it. 

Mr. Brown. Of course, this hydrogen bomb plant is very impor- 
tant. 

Mr. Deane. What ‘particular area of the country, sectionally 
speaking, is there the shortest supply of power? 

Secretary CHAPMAN. We have those facts, but I would think from 
memory the Northwest is probably shortest at the moment. Every 
area is short some at this moment, as far as meeting the immediate 
demands that are being placed upon them, because of the increased 
war potential here of these plants, but the Northwest is probably the 
shortest. 

Mr. Deane. What are the basic factors or the reasoning where 
certain State officials, say in my home State of North Carolina, 
contend there is a shortage of power, yet the private utilities indicate 
that there is sufficient power? 

Secretary Cuapman. | think you will find the explanation along 
this line: 

Most of them that I have talked to will express the view that there 
is no particular shortage in their area. I think they are referring to 
the fact that their present demands and deliveries are being met and 
they are meeting the present demand and deliveries. I don’t think 
any of them would say to you that there would not be a shortage in 
terms of the requirements that are now placed upon us for this mobil- 
ization program and the increased requirements above normal use. 
I think from that point of view there is a shortage and I don’t think 
most of them would say that there won’t be some shortage. That is 
where I have found an explanation for the difference in point of view. 

Mr. Deane. Thank you. 

The CuarrmMan. Any further questions? 

Mr. Tatuie. Yes, Mr. Chairman. 

With reference to this matter of comparative cost in generating 
electricity, there is a cooperative plant on the east bank of the 
Mississippi River, near my district, that uses coal for generating 
electricity. 

On the west bank of the Mississippi, not far away, in my district, 
is a private plant, also burning coal to generate electricity. 

Both of them say that it is cheaper to do it that way than to use 
water power. 

I am happy to say that much of the coal consumed by both plants 
is mined in the district of my estimable chairman. 

Mr. Nicuotson. Mr. Chapman, is the Government buying up all 
the aluminum in the country, stock piling it? 

Secretary CHAPMAN. Are we buying up all the aluminum? 

Mr. Nicuouson. Yes. 

Secretary CHapMAN. No; most of it is going into the normal market 
in most cases. The Government is buying only what it needs for the 
stockpile. 

Mr. Nicuouson. I understood you to say that there was a shortage. 

Secretary CHapMAN. There is a shortage of aluminum, and we are 
stockpiling aluminum. But only a certain percentage of it is going 
into the stockpile. 
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Mr. Nicwoxtson. Could you tell me the percentage? 

Secretary CuapMAN. No; I couldn’t tell you that percentage, 
Congressman, that is, the exact percentage which is going into the 
stockpile. 

Mr. Nicnotson. Is there some reason why the producers can’t 
expand and meet the demand? 

Secretary CHapMAN. It is a very expensive operation to go into, 
to start with, and there are problems of materials and low-cost power. 

Mr. Nicnotson. People are using aluminum in their business and 
they have had to quit because they can’t get any aluminum. Now, 
somebody is stopping them from buying aluminum to keep their 
business going. They are closing up. 

If there is a demand for aluminum, why don’t they expand? 

Secretary CuapMan. I don’t understand all the reasons why some 
of them don’t expand and develop their program in this country and 
develop it. You have bauxite, you have the raw materials. Aside 
from power shortages, one other difficulty is that it is an expansion 
operation to start with. 

Mr. NicHotson. Somebody in the Government is allocating this 
aluminum to different sources. 

Secretary CHapMAN. That is the job of NPA. All we do in that, 
Congressman, is this: We make the recommendation first in my own 
Department as to the need, showing the need for additional aluminum 
production. Then the General Services Administration negotiates a 
contract with applicants for the purchase of all of the output that can- 
not be sold on the open market. I think that is what you probably 
have reference to. Some may go into the stockpile. Most goes into 
the open market, and the rest goes into the defense program direct. 

Mr. Nicuouson. There isn’t any “‘rest,”’ is there, if you have to meet 
the demand? 

Secretary CHAapMAN. Actually, there is no “rest.”’” The output is 
allocated by NPA. 

Mr. Nicuotson. We.are doing the same thing with steel. Some- 
body wants to build a house and they can’t get the steel girders or the 
steel joists or other things of steel. Why are we.so short? Is it 
because the Government is stockpiling it? 

Secretary CHAPMAN. No. 

Mr. Nicnotson. What is the matter? 

Secretary CHapMAN. No; it is not because the Government is stock- 
piling too much steel or aluminum. In the first plave, it takes a long 
time to expand the capacity for steel. It takes a long time before you 
will bring in the production of this additional 17,000,000 tons that we 
talked about a moment ago. It won’t be for 2 vears at least. 

All right, when you move from that into aluminum, one of the great- 
est problems of getting an expansion in the aluminum field is power. 
That is one of the biggest problems we have, so I don’t criticize indus- 
try for not going in, they just can’t get power for it. 

Mr. Wipnatu. Isn’t expansion of aluminum facilities dependent on 
Government allowance of that expansion and approval of their 
plants? Doesn’t it all actually end up by whether or not vou approve 
that expansion? 

Secretary CHapMAN. We do not have to approve the expansion 
unless industry wants Government assistance, or whether an order of 
NPA, such as a construction order, is involved. But when industry 
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comes in and asks for an amortization certificate and a purchase ¢on- 
tract, then we do have to help them and approve their plans of expan- 
sion. 

Mr. Wipnatu. Would they have any difficulty in getting the steel 
for the plants to provide the expansion? 

Secretary CHapMAN. No, they wouldn’t have any particular diffi- 
culty. If they want Government financing or assistance, they would 
have to come to usor NPA. They would get the DO orders from the 
NPA to get the steel. 

Mr. Wipnauu. In the end they would have to go to the Govern- 
ment to get the DO orders to expand? 

Secretary CHAPMAN. You would have to get a DO order but they 
get that. They won’t have any trouble getting the DO order where 
you have a shortage of materials and you are trying to get them to 
produce that partic cular commodity. There wouldn’t be any problem 
there at all. 

Mr. Nicuotson. The Government built some aluminum plants in 
the last war, didn’t they? 

Secretary CHapMAN. I didn’t catch your question. 

Mr. Nicuoutson. The Government built some aluminum plants in 
the last war? 

Secretary CHAPMAN. Qh, ves; yes, we did. 

Mr. Nicuotson. What happened to them? 

Secretary CHAPMAN. We sold them under the Surplus Property 
Act. 

Mr. Nicuouson. And that added production was not enough? 

Secretary CHAPMAN. That added production wouldn’t begin to 
meet this. We have increased it already 60 percent since then. 

Mr. Nicnotson. You mean for this defense period that we are in 
right now? 

Secretary CHapMan. That is right. 

Mr. Tauie. Mr. Secretary, I want to ask you if the aluminum 
plants that you have sold as surplus are now beivg used for the 
manufacture of aluminum? 

Secretary CuHapmMan. I would say that they are in most cases. 
There may be some one or two instances where they are not but I 
think practically all of them, if not all of them, are being used for 
the production of aluminum. 

Mr. Tauur. The substitutes for aluminum for some purposes 
would probably be either copper or nickel, wouldn’t they? 

Secretary CHapMAN. No, not quite as a substitute, Congressman. 
It wouldn’t quite fit that close. ‘There would be a variation there. 

Now, what you probably have in mind, as | have, too, I always 
thought copper and aluminum could be substitutes. It is only 
the case of these long line transmission lines that you can use, some- 
times, copper or aluminum. 

Mr. Tair. Sometimes they are also used for making weather 
stripping? 

Secretary CHapMaNn. Yes, that is right. There are a lot of things 
that they substitute for in the end use, yes. 

Mr. Tauuie. The shortages of these metals is felt keenly by many 
people. 

Secretary CuapMAN. Yes, that is right. 
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Mr. Tate. Some of my woodwork manufacturers point out that 
the aluminum required for window sash would not be over 2 percent 
of the cost of a window sash, not over 2 percent per window, and yet 
they can’t get it and wonder why. 

Secretary CHapMAN. Can’t get the aluminum? 

Mr. Tatuie. Yes. I am doing my best to get them some. 

Secretary CHAPMAN. You see you have a shortage of aluminum in 
accordance with requirements that are already laid down and all users 
are cut, obviously. 

Second, a lot of fellows can’t get aluminum at all because they 
can’t go to the people who are producing aluminum to get it, because 
they go directly into the channels which they control and which they 
want too, and over which we have no control at all. 

Mr. Wipnatut. Mr. Chapman, do you know to what extent they 
are going into the application of atomic energy toward furnishing 
industrial requirements of the nation? 

Secretary CHAPMAN. I couldn’t discuss that at all. I don’t know 
anything about that. 

Mr. Wipnau. We have just appropriated money that is supposed 
to go into an atomic power plant for submarines. 

Secretary CHAPMAN. That is right. 

Mr. Wipna.t. If that is conceivable and possible, wouldn’t we in 
a reasonable length of time expect that the same application could be 
made for motor power throughout the United States, as well as to 
electrical-energy requirements? 

Secretary CHAPMAN. Congressman, I would speak to you in terms 
of a hope and a wish but not based on any knowledge of what they 
are doing, but I would say not until they accomplish a few more 
inventions that would make this transmission feasible, but 1 am 
speaking to you only in terms of what I would like to see happen and 
not because of my knowledge of what they are actually doing in the 
atomic energy field. 

Mr. Wipnautu. You don’t have anyone in your Department doing 
that? 

Secretary CHAPMAN. No. 

Mr. Wipnatu. One place in your memorandum, you said some- 
thing about a kind of stockpiling of industrial capacity. 

Secretary CHAPMAN. Yes. 

Mr. Wipnatu. During 1941 to 1945, we had the same type of - 
program, in which there was stockpiling of industrial capacity. 

Secretary CHAPMAN. That is right. 

Mr. Wipnatt. To what extent has that capacity now been avail- 
able in our current emergency? 

Secretary Cuapman. I think that most of that capacity has found 
its way into the private hands, by the sale from the Surplus Property 
Act, but I think that most of the capacity is being used for production. 
I have no basic figures, we have no available figures that I could give 
to you but I will say this: All of the petroleum capacity that was 
increased under those terms is being used. 

Mr. Wipnatt. The point I am trying to make is not whether it is 
being used for industrial capacity but is it being used for essential 
defense needs, the purpose for which it was originally built? 

Secretary CuapmMan. I would say that in most cases it probably is 
but not necessarily all of them. I wouldn’t know without checking 
that very carefully. 
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Mr. Wipnauu. Wouldn’t it be wise in writing new legislation on 
the subject to have a recapture clause in connection with any plants 
that are built to enlarge our industrial capacity for defense needs, so 
that when an emergency arose, even though it had found its way into 
private hands, that plant could be recaptured by the Government for 
the purpose for which it was originally erected? 

Secretary CoapMan. Congressman, I will support that amendment 
with you any time. I think that that is an excellent amendment to 
my proposal of the Defense Plant Corporation idea. I think it is an 
excellent amendment. 

Mr. Wipnatt. Following up the aluminum program, I think you 
mentioned that you would like to see some other independent or small 
person get into that field. Weren’t both Reynolds and Kaiser small 
when they got into it? 

Secretary CHarpMaAN. Yes, they were. 

Mr. Wrpnauu. To what extent did they actually develop a market 
that became more favorable to the consumer or to the Government, 
which had actually put them in business? 

Secretary CHapman. I don’t think there is any question that after 
Kaiser and Reynolds got into the production of aluminum pig, that 
they helped the general market situation for all the people. I don’t 
think there is any question but what they helped a great deal. I 
wouldn’t have any figures to back up what I am saying to you but I 
think the general competitive situation in the market really helped the 
people. 

Mr. Wipnatu. The point I am trying to make is that if you put 
another independent in the field, he will again by Govervment largess 
be built into a large semimonopoly who will work together with the 
others for a price control in the field, and you end up with nothing 
except a vast Government expenditure. 

Secretary CHapmMan. There is a tendency, of course, I suppose, as 
a businessman, for all of them to group together when they are work- 
. ing in the same common field. I don’t think they would want to be 
in the position of violating the antitrust laws, and I am sure they 
wouldn't intend to do that. I wouldn’t accuse them of that. Never- 
theless, we have to run the risk of trying to get more independent 
people into the picture, otherwise all we have been talking about— 
and by “we’’ I mean everybody—are talking about with respect to 
the little businessman, to get him in and give him a chance, doesn’t 
mean much if vou don’t get him in and if you don’t give him the same 
incentives that we gave the present three operators of aluminum. 

Mr. Wrpna.t. Isn’t it projected that the St. Lawrence seaway 
would take 7 years in construction? 

Secretary Cuapman. I think a part of it is about 4 years, but I 
think the full construction would be 7; but a part of it could be used 
within about a 4-year period. 

Mr. WipNatu. Hasn’t Canada said it would go ahead with the 
construction, if we didn’t participate? 

Secretary CuapMANn. Only on her side. 

Mr. Wrpnatt. What effect would that have on our internal econ- 
omy if Canada did the job? 

Secretary CHapMAN. I wouldn’t like to see another country control 
the St. Lawrence seaway completely. I think we ought to jointly 
help control it, irrespective of whether we had iron ore in Wael 
or not, but that is incentive enough for us to join it. 
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Mr. Wipnatt. In order to be a very favorable construction for 
Canada, wouldn’t they have to allow American shipping through 
there? 

Secretary Cuapman. They would probably allow it through but 
we may have to pay a pretty heavy toll for a long time. 

Mr. Wipnati. Wouldn’t we have to do that anyway? 

Secretary CuapmMan. No; you could pay it off, if we built it right. 

Mr. Wipnatu. That is all. 

Secretary Cuapman. I think you can have a free shipping lane 
there sometime, not in your and my time, but eventually it would be. 

Mr. Boutuine. I have one more question. I would like to return 
to the question of the relative cost of hydro and steam. I am not 
sure that I understood that discussion. I was under the impression 
that under certain conditions hydro was actually cheaper than steam. 

Secretary CuapMaNn. If I could make one qualification of Mr. 
McManus’ statement, I would say that his interpretation, as I under- 
stood it, means that if you are talking about a steam plant located 
where hydroelectric power is available, obviously hydroelectric can be 
made cheaper but I don’t think that that is what he is talking about. 
He is talking about where they are not in the same area. You have 
to talk about it in a comparative physical sense. 

I want to make this clear. When a dam is constructed its costs 
are allocated to the many purposes which it serves, such as flood con- 
trol, navigation, irrigation, recreation, and power development. Now, 
even though the cost of installing generating facilities in a dam may 
run somewhat higher than equivalent steam capacity elsewhere, from 
that time on, costs are very much lower. For example, there are no 
fuel costs—for water is a renewable resource, and as long as the water 
is running downhill, it produces cheap power. We can demonstrate 
this very easily in the Northwest where we are not only able to sell 
power at a lower rate than steam-generated power but we are also 
repaying our investment in accordance with the requirements of law 
and under standards of the Federal Power Commission. 

Mr. Bouurne. I was afraid that the conclusion might be drawn 
from what he said that it would have been wiser to put in only steam 
plants at Bonneville, for example. 

Secretary CHapMAN. You will have to put in some steam plants in 
Bonneville to firm up the power, but nothing else. 

Mr. Bouuine. Does Mr. McManus agree with that interpretation? 

Mr. McManvs. That is right. 

Secretary CuapMAN. I appreciate your clarifying that point. That 
is my interpretation of it. 

The Cuarrman. What effect does the expansion of hydroelectric 
power have upon the market of coal? 

Secretary Cuapman. Upon the market for coal? 

The CHAIRMAN. Yes. 

Secretary CHapMAN. Congressman, it is awfully hard for me to say 
in terms of exact figures, but wherever they have put in these hydro- 
electric projects, the use of coal has gone up, as I have pointed out. 

Mr. Patrman. You say coal has gone up? 

Secretary CHAPMAN. ‘Yes. 

Get this: Where you have put in hydroelectric projects, the use of 
coal in that area has increased. I think what I often get off on, and 
confused about is the fact that in the generation of steam-plant power, 
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you put the coal directly into the steam plant and that is all we think 
about, but when we develop a large hydroelectric program, we are 
increasing industry, bringing in new industries, and programs, where 
the increased use of coal is going to be used for other purposes, and 
that is what happens. 
The CuarrMan. The use of coal has increased in the areas where 
hydroelectric power has been generated because of the expansion of 
industry generally that use coal? 

Secretary CHAPMAN. That has been one of the principal factors. 

The CHatrMan. There are no further questions. We will adjourn, 
to meet at 2:30. 

We are very happy to have had you with us, Mr. Secretary, and 
those with you. It has been very interesting. 

Secretary CHapMAN. Thank you very much, Mr. Chairman. 

(Thereupon, at 11:53 a.m., the committee recessed until 2:30 p. m.) 








AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., pursuant to recess.) 

Members present: Messrs. Spence (chairman, presiding), Brown, 
Patman, Multer, O’Brien, McKinnon, Dollinger, Bolling, Fugate, 
Kluezynski, Wolcott, Gamble, Talle, Kilburn, Cole, McDonough, and 
Betts. 

The Cuarrman. We have Secretary of Labor Tobin with us this 
afternoon. 

The Secretary had a very distinguished record before he came here 
and has added to that record as Secretary of Labor. 
s You may proceed in any way you desire. 
e Secretary Topix. Thank you very much, Mr. Chairman. 





STATEMENT OF HON. MAURICE J. TOBIN, SECRETARY OF LABOR 


Secretary Topin. Mr. Chairman, members of the committee, I 
wish to thank you for this opportunity which you have extended to 
me to appear before you today for the purpose of discussing the 
Defense Production Act of 1950 and the amendments of that act which 
the President recommended to you in his message of April 26, 1951. 

The President, and the witnesses who have already appeared before 
you, have described the urgent necessity not only for extending the 
life of the Defense Production Act, but also for strengthening it in 
certain wavs. 

The law as it now stands expressly provides for its termination at 
the end of June 1951, only a little more than a month from now. 
But, as I shall discuss with you in more detail shortly, we all know that 
the threat of inflation is not yet dead. We all know that the real 
impact of the defense program—the result of the Government’s tre- 
mendous purchasing of military supplies—has not yet been fully felt 
by the economy. ‘This is due to the necessary time lag between the 
appropriation of the money for these supplies and the actual produc- 
tion of the goods. 

This all means that the real impact of the Government’s vast 
defense spending program will soon strike the economy with all the 
resulting inflationary pressures which are so inevitable when civilian 
supply cannot meet civilian demand. 
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We all know that this country cannot afford to let these inflationary 
forces run riot. Not only would our own welfare be endangered, but 
that of our allies. If our econorny is adversely affected, inevitably the 
economy of our allies will be similarly affected. 

Such a result we cannot afford. At this time of world crisis, a 
stable economy is of the most vital importance, as is every ally we 
can keep strong and on our side. Inflation might well be the means 
for bringing us and our allies down in ruin. 

The Defense Production Act, properly strengthened, can provide 
the means for preventing such disastrous results. For it carries not 
only powers necessary to expedite critical war production but also 
powers which are essential to check inflation. 

A brief review of what has happened to our country’s price struc- 
ture since the end of World War II, particularly over the past year or 
so, clearly points out why these proposed stabilization measures are so 
important to the safety of the economy. 

When price controls were eliminated in 1946, prices rose sharply 
and continued to advance through the summer of 1948. Then there 
was some decline followed by a period of stability. The outbreak in 
Korea put an end to this situation—prices started to skyrocket in all 
markets. The greatest advances were on the commodity exchanges 
where speculation plays a very strong role, but manufacturer’s and 
retail prices were not ine to follow. 

As we should expect, the sharpest increases were in those commodi- 
ties like tin, wool, and rubber, which come from the Orient or the 
Pacific. However, the advances were by no means limited to those 
commodities where the supply or demand would be directly affected 
by military action. People recalled all too vividly their experiences 
during World War II, and by their reactions they created false short- 
ages and sharp price increases. Large-scale speculation also had an 
important bearing on the increases. Both professionals and amateurs 
were playing the future markets for commodities at the same time that 
industries and individuals were building up their inventories of those 
things which they thought would be short or would move higher in 
price. 

The cumulative effects of these actions were quickly reflected in 
the official price indexes computed by the Department’s Bureau of 
Labor Statistics. 

From the time just before Korea until just after the general ceiling 
price regulation was put into effect at the end of January—an 8- 
month period—retail prices rose 8 percent. Manufacturers and com- 
modity prices, a more sensitive measure of pressures on the economy, 
rose nearly twice as much—15 percent. Prices on the commodity 
exchanges which are very sensitive to speculative influences, jumped 
nearly 50 percent. 

These rapid increases came to an end about the time when the 
general ceiling price regulation was put into effect. Instead of rising 
a full percent each month, retail prices are now increasing less than 
half as rapidly; wholesale prices have dropped from a rate of advance 
of one-half percent a week down to about one-tenth of a percent since 
controls were applied. Prices on the commodity exchanges have 
reversed their direction and since the end of January have dropped 
more than 5 percent. 
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This, in brief, is what has happened to the price structure of the 
country since Korea. The reasons for the precontrol advances vary, 
but it is important to understand some of the more fundamental 
forces. 

The upward movement in prices appears to have occurred in waves. 
These waves for the most part reflected inventory accumulations both 
by industry and by individual consumers, as well as commodity 
market speculation. The first wave started with Korea and ended in 
September 1950 at the time not only of military success in Korea, but 
also of the fall marketing of agricultural commodities which normally 
results in lower prices. In November, the Chinese intervention and 
military reverses, coinciding with the normal pickup for Christmas, 
created a new run through the end of the year. 

In recent months the symptoms, although not the causes, of infla- 
‘tionary pressures have slackened. 

I would like to repeat that again: 

In recent months the symptoms, although not the causes, of infla- 
tionary pressures have slackened. 

First, the price-control and credit-restrictions mechanisms both 
have helped to hold the prices of most commodities. 

Second, the wave of scare buying has temporarily come to an end 
as it has become apparent that shortages do not yet exist to any 
marked degree. 

In certain industries, particularly in clothing and in some consumers’ 
durables like television, producers and traders, from the manufacturing 
levels to the retail stores, are finding their inventories overstocked. 
The inventory accumulation and advance ordering of last fall were so 
rapid and so great that the currently reduced rate of consumption 
cannot absorb them. For this reason, there have been sales of tele- 
vision sets and radios among the consumer durables. These, and 
similar sales of some kinds of clothing, can be attributed to overstocked 
conditions, to the necessity of raising liquid capital, and to competition 
for consumer dollars which are already committed to monthly pay- 
ments on cars, refrigerators, and other goods bought on the installment 
plan last fall. 

Third, fresh produce prices, which generally show a seasonal increase 
at this period, have moved contraseasonally this year. This is 
partly in reaction to the exceptionally high levels reached early this 
year. In the past few weeks, these prices have again showed some 
increase. 

We must not let the price declines on the commodity exchanges or 
the present slow-down in the rate of increase at wholesale and retail 
hide the longer-range prospects. It has been pointed out time and 
time again by the President and the defense mobilizers that this halt 
is basically only a temporary one. The fundamental forces are still 
inflationary. The planned military program of a billion dollars a 
week for defense means that less goods will be available fer the in- 
creasing consumer dollar. Buying will start up once more after 
excess inventories are cleared away and consumer debts are reduced. 
As a result, unless preventive action is taken, prices will advance. 

Let me point out some of the adverse effects which price advances 
may have on the mobilization program. 

First, consider Government procurement. There are certain things 
the Government must buy, regardless of price—food and guns and 
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planes for the Armed Forces, among other things. As prices go up 
the value of the tax dollar decreases, and budgeted expenditures are 
no longer adequate to purchase the same physical amount of goods 
for the defense of our country. The military budget requests have 
indicated the alarming extent to which this has already taken place. 
The new steel, aluminum, and power plants which are now being built 
are costing more than they would have several years ago—and these 
higher costs mean higher prices for future purchases of their products 
for armaments. 

Second, consider the effect on consumers. You have experienced 
personally, and have heard all too often from your families what has 
happened to the cost of living since Korea. This not only affects all 
of us as citizens, but also has a direct bearing on the mobilization 
program. We know that the wages of at least 3 million workers are 
tied directly to changes in the Department’s consumers’ price index, 
which is now at an all-time high. It is unrealistic to think that any 
wage-control line could be held firmly as long as this index continues 
to climb. If prices and profits continue to rise, the pressure on existing 
wage levels would be irresistible. Higher wages mean higher costs, 
and in turn increased pressure on prices. Not only would ths affect 
al] of us as citizens, but it would also further depreciate the tax dollar. 
The effects of this inflation would be disastrous both to us and to our 
allies, which we cannot afford. 

This is why I cannot urge too strongly upon you the importance of 
granting the additional authority r requested in the proposed legisla- 
tion—including authority to institute rent controls in those areas 
where rents get out of bounds because of the impact of the mobiliza- 
tion program; and authority to give more stability to the prices of 
agricultural commodities. 

In this connection, it is important to note that rent and food alone 
account for about half of the average family’s expenditures. This 
means that these items are determining factors in the level of wages 
and labor costs, and, therefore, in the prices paid by all of us, both as 
individuals and as taxpayers. 

I also urge the importance of enacting those portions of the pro- 
posed legislation which deal with more adequate enforcement of price 
controls. The reasons are clear. If price control is thought to be 
unenforceable by those few sellers who place their interest above the 
country’s, and who take advantage of the lack of enforcement ma- 
chinery, we cannot hold the line. This would spell disaster. 

I also most urgently recommend adoption of the changes this bill 
would make in the present Rent Act. This proposed bill would 
properly grant the President, as part of the over-all stabilization 
authority, the power to control the rents of any kind of housing 
ac commodations, including new construction. The authority would 
not be mandatory, but w vould provide for control only when and 
where conditions warrant. 

Under the present law, more than half of the units which were under 
control on April 1, 1949, have been removed from Federal jurisdiction. 
The Congress understandably provided that local communities should 
be the judge of their own requirements. However, at that time condi- 
tions were far different from those we now face. Under mobilization, 
we must look at the situation from the national point of view and 
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operate under standards which the Congress should set for Federal 
administration. 

Let us consider what has happened in some of those cities where 
decontrol has resulted from State or local action. We have data on 
nine such cities, including such industrial centers as Birmingham, 
Houston, and Los Angeles, and the important shipbuilding areas of 
Mobile and Norfolk. Surveys taken from 2 to 18 months after de- 
control show not only that rents have increased, but that the largest 
increases percentagewise have taken place in those dwellings that 
had the least ability to stand the advance—those rented by low- 
income families. Dwellings which rented for less than $30 a month 
before decontrol have had the largest increases. In Birmingham, for 
example, more than 85 percent of such homes had increases, with an 
average increase of 50 percent. 

The full impact of the defense program is yet to be felt, but these 
rent increases have already occurred. Under the current law, there 
is nothing to stop another round where rents have been decontrolled. 
We must plug this loophole. The President’s proposal on rent control 
has safeguards to prevent undue hardship on landlords, and at the 
same time allow us to protect wage earners. Not only does the 
proposal include a provision permitting general increases in rent but 
also adjustments for hardship cases and for higher costs of maintenance 
and repair. It would also continue the authority of local rent advisory 
boards to recommend decontrol action. 

I should like to report, briefly, before closing, on developments and 
prospects in manpower which, together with computing official price 
indexes, is the Department’s special field of responsibility in the de- 
fense program, and without which no defense mobilization program can 
operate. Under the policy set forth by the President, cooperative 
action is the keynote of our program for recruiting and channeling 
manpower to jobs where labor is needed to carry out the production 
objectives of the defense program. In this we have the constant 
advice and assistance of labor and management. 

The problems so far have been well within our ability to manage. 
Total employment has increased 1% million in the last 12 months— 
from 58.7 million in April 1950 to 60 million in April 1951. Employ- 
ment in the metal-working industries has advanced each month to a 
figure of 7% million—about 1 million above the pre-Korea level. 
During the same period the Armed Forces have more than doubled 
in strength. These gains in civilian employment and in military 
personnel have been accomplished by cutting unemployment in half 
in the past year and by bringing into the labor force more people than 
would normally have entered. These trends point up the fact that 
the labor market situation has tightened considerably. In March, 
58 major labor markets were classified as having a tight or balanced 
labor supply; of these about a dozen were approaching a shortage 
situation. 

Much of this increase in employment, both for the armed services 
and defense industry, was accomplished smoothly and with relative 
ease. But the easiest part lies behind us; the great increase in the 
labor needs of the defense program will occur during the approaching 
fiscal year. Its impact will begin in the late summer or fall of this 
year. 
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By the end of 1952, our estimates indicate that defense needs will 
require over 7 million more men and women than at the beginning 
of this year. Shortages in critical materials will probably result in 
curtailment of employment on civilian goods, particularly in durable 
goods, of more than 3 million; these workers will be immediately 
available, in most cases without changing jobs, for defense production. 

In addition, unemployment can be reduced somewhat further from 
the present level of 1.7 million. Despite these 2 sources, more than 3 
million additional entries to the labor force will be needed to meet the 
additional defense requirements and to maintain the civilian economy 
at a level compatible with our available resources. To meet present 
defense schedules, most of this expansion must be accomplished within 
the coming fiscal year, a substantial part of it by this December. 

This growing defense demand for manpower will lead to growing 
stringencies in a large number of labor market areas. In-migration of 
workers will no doubt be necessary in some areas, and this will be diffi- 
cult where housing is short. In this connection, effective rent controls 
will lessen this difficulty, as will other programs recommended by the 
administration, such as those embodied in the Defense Housing Act for 
providing defense housing and essential community facilities. 

The Department’s efforts to date in the manpower field have been 
directed in considerable part to strengthening the services of the public 
employment offices in order to facilitate recruitment and placement, 
and creating management-labor committees for effective cooperation, 
together with defense procurement agencies, in the local communities. 

erhaps the most difficult aspect of the manpower problem is 
that of shortages in particular skills. This is a problem which will 
be with us for some time, and it cannot be solved overnight. Accord- 
ingly, the Department is placing major emphasis on the promotion 
of increased and effective worker training. Fifty-eight occupations and 
related jobs requiring 2 years or more of training, for which there 
are immediate or forseeable shortages, have been placed on the 
critical occupations list. 

Great as the need for additional workers will be in the coming year, 
T am confident that the manpower needs for defense can be met. 

The degree of difficulty in mobilizing manpower for defense will be 
determined largely by the degree of success of the defense production 
and stabilization programs. For this reason and the other vital reasons 
I have already discussed with you, I cannot urge too strongly the 
importance of the adoption of the amendments to the Defense Produc- 
tion Act recommended by the President. 

The CuarrMan. Secretary Tobin, to what extent do you think that 
the defense activities will cause a shifting of population from one area 
to another? 

Secretary Toprn. It will not be as great as it was in the last war, 
Mr. Chairman, but there are projects underway at the present time 
that are going to call for the shifts of a tremendous number of people. 

The atomic energy project in South Carolina is one of the biggest— 
it will probably call for the shifting of 100,000 people into that area. 

I have no figures to determine the total number that will have to be 
shifted over the country but it is going to be decidedly less than it 
was during World War II. 

The Cuarrman. To what extent can the industries be reactivated 
that we used in World War II? 
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Are these outmoded now or can they be successfully used in our 
present defense effort? 

Secretary Tonrn. A great deal of machine tools have been put 
away in storage, to which the Government holds title. These can 
be made available for a great deal of defense production work, and we 
are far from having reached maximum defense production. I suppose 
that at the present time we are not producing 50 percent of what we 
will be producing 6 or 7 months from now. 

The CuarrMan. In the conversion of peacetime industries to the 
defense effort, what difficulties do you find with regard to labor? Do 
they have to be masters of particular skills? 

If a man is working in the automobile industry and they convert 
to tanks and planes, does he have to be taught skills that he doesn’t 
now possess? 

Secretary Toxnrn. In most cases;no. It is our estimate that during 
the course of the next year 3,000,000 workers who are now working 
on civilian production will be shifted over to defense production, but 
many of them will not have to move to any other plant. They will 
be able to continue to work at their present workbenches. However, 
there is a very stringent situation in many skilled crafts and there 
will have to be a lot done in job dilution, a breakdown of present 
jobs, so that where one man now performs many skilled operations 
many men will be trained to do parts of the total job that was formerly 
done by one man. 

That is one of the jobs that is in process at the present time. 

The CuHarrman. I guess one of the great difficulties you have with 
regard to stabilizing wages is the fluctuation of the purchasing power 
of the dollar and as long as that is unstable there can’t be really indus- 
trial peace and happiness. Isn’t that true? 

Secretary Toxnrn. That is very true. 

The Cuarrman. The worker is working for purchasing power and 
until we stabilize that purchasing power, it is very difficult to stabilize 
wages. 

Secretary Toprn. You are very right, Mr. Chairman. As I have 
stated, if we cannot hold the line on the Consumers’ Price Index, 
you are naturally going to have a demand for an increase in wages. 
We estimate that at least 3,000,000 workers in the country at the 
present time have their wages directly tied to the Consumers’ Price 
Index. As the Consumers’ Price Index advances, their wages advance 
automatically. 

If we can stop the Consumers’ Price Index from advancing, we will 
have done a great deal to stabilize the whole economy. 

The CHarrmMan. You think we should use indirect controls over 
credit and direct controls over prices? 

Secretary Tosin. I definitely do, Mr. Chairman. 

The CuarrMan. You don’t think it could be accomplished any other 
way, do you? 

Secretary Topin. It could not be accomplished at all without a 
ow deal of injustice to certain segments of the economy. A tax 

ill that would keep the budget in balance, is not only practically an 
impossibility, but would not by itself, completely stabilize the econ- 
omy. Other measures are essential. 

The Cuarrman. I think it is understood that we must use the tax 
powers also to stabilize the economy. 
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Secretary Toxin. I would say, Mr. Chairman, that is only one of 
the measures that should be used. Even if we did, I still believe there 
would be inflationary pressures at certain levels. In my opinion, in 
the light of the experience in World War I, when we had practically 
no controls, and in World War II, it is very evident that we are going 
to need the amendments proposed for this Defense Production Act. 

The CuarrmMan. Don’t you think that labor is willing to put its 
heart and hope in the effort enthusiastically? 

Secretary Toxsin. I am convinced that they are very anxious to 
have an opportunity to do everything that is possible. First of all, 
to stabilize the economy; secondly, to build production in this country 
that will enable us to defend a free world. 

The CuHarrman. And preserve our liberties and they are just as 
much interested as any other segment of society? 

Secretary Toxnrin. I would say that they are, because there has 

been no group in America that has supported the administration’s 
proposal to contain communism any more than has the trade-union 
movement. . They are very conscious of the great dangers of com- 
munism. They have supported the Greek-Turkish program; they 
supported the Marshall plan, the North Atlantic Compact, and the 
military implementation of that compact. 
' In fact, the American Federation of Labor, the Congress of Indus- 
trial Organizations, and all of the major independent organizations 
have been wholeheartedly in support of all of the programs that have 
been put forward for the purpose of stopping the expansion of com- 
munism. 

I think they are more conscious of the dangers of communism than 
any other element in our country. 

Mr. Mutter. Mr. Chairman. 

The CuarrmMan. Mr. Multer. 

Mr. Mutter. Mr. Secretary, with the exception of an expression 
of opinion which came from leaders of the United Mine Workers, 
which in my opinion is not the feeling of the members of that organiza- 
tion, do you know of any other labor organization that is taking the 
position that we do not need controls in this country today? 

Secretary Tornrn. No, I do not know of any other group. 

Mr. Mutter. With that exception, labor is unanimous that we 
must have controls and by that we mean controls of prices as well as 
wages? ‘ 

Secretary Tontn. That is correct. 

Mr. Mutrer. In other words, labor recognizes that if we are going 
to control prices we must control wages, too? 

Secretary Toprn. That is correct. 

Mr. Muvtrer. During World War II it was necessary to freeze 
wage earners into their jobs and not permit them to move from one 
industry to another or from one job to another. Do you foresee any 
necessity for any such freeze in the immediate future? 

Secretary Tosin. No, there is no need for it at the present time. 
I might also point out that even in World War II workers could 
move from one job to another if they received certificates of avail- 
ability. 

Mr. Muutrrer. We heard complaints from various parts of the coun- 
try that big industry was taking the workmen from smaller plants, 
because they were able to pay them higher wages and because, too, 
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some of the small plants which were cut back in materials were not 
able to perform full scale. Do you think that that situation presently 
is pretty much under control, so that there will not be too great a 
shift of labor from one industry to another? 

Secretary Topin. There is going to be a great deal of shifting from 
one industry to another. Industries that are now in civilian produc- 
tion are going to have to cut back because they will not be allocated 
the materials to continue to produce at present rates. Automatically 
workers with those particular companies will then have to seek work 
with outfits that have contracts with the government in the defense 
program, because those companies will have the materials allocated 
to them. 

I would say that that would be the biggest contributing factor. 

Admittedly a great many of the contracts have gone to larger con- 
cerns at the outset, but I know that there is a determined effort on 
the part of the Department of Defense to attempt to spread these 
defense contracts into the hands of as many contractors as is possible 
and that special attention is being given to the smaller contractors 
of the country. In fact, the Defense Department is conducting some- 
thing like shows to show small-business men and small manufacturers 
the items that the Department of Defense needs in order that they 
might go back then and study the possibilities of producing those 
items for the Department of Defense. J am quite confident that the 
program is going to result in a constantly increasing proportion of 
the contracts going into the hands of the smaller producers of the 
country. 

Mr. Murer. Meat is a very large part of the American wage 
earners’ diet, is it not? 

Secrétary Topin. That is correct. 

Mr. Muurer. Am I right in saying that it is necessary, if not more 
necessary in that industry, to control their prices? 

Secretary Tosrn. It is my opinion that you definitely have got to 
assure the whole population a standard of living that will enable 
them to maintain good health. It is absolutely essential that food, 
particularly meats, be priced at a level that will enable the house- 
wives of America to set a good, sound, sensible diet before the members 
of the family. 

Mr. Mutrer. One theory of economics that most people seem to 
agree with is that by increasing production you help keep down 
inflation. 

Secretary Tonin. There is no question about that. 

Mr. Mutter. Yet, in the meat industry we find the anomalous 
situation of increased production with prices running away, upward; 
isn’t that so? 

Until the roll-back of Mr. DiSalle was put into effect, at any rate, 
that was the trend, was it not? 

Secretary Tosrtn. Of course, we have had an increase of 10,000,000 
in population during the course of the last 10 years. We have had 
practically full employment in this postwar period and as a result 
the consuming power of the American people has been greatly in- 
creased. The living standards of the American people are much 
higher. As a result you need decidedly increased production, as 
compared certainly with prewar levels, in order to give the American 
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people the standard of diet that they can afford and that they really 
need for good health. 

Mr. Muurzr. The meat industry tells us that the present produc- 
tion is 3 pounds per person more than it was during the previous year. 
Yet the price of meat has gone up anywhere from 15 to 30 percent over 
what it was in the previous year, depending on the cuts of meats you 
buy, yet I think they are making the loudest “‘beef’’ against controls. 

Mr. Gamsue. You attended that dinner last week. Can you give 
us anything about the profits in the industry? 

Mr. Mutier. I can’t give it to vou because the members repre- 
senting the industry refused or said they couldn’t give it tous. They 
were challenged repeatedly to give us some figures. 

Mr. Gamsiez. I thought they were going to give them to you 
personally after that request you made. 

Mr. Mutrer. I told them that if they didn’t give them to us then 
they had better have them ready for us when they come in here. 

Mr. GAMBLE. I said that with a smile, Mr. Multer. 

Mr. MutrsEr. I appreciate that. 

I notice that Mr. Cole says they will have them for you. 

Mr. Coxez. I hope you will receive them with open mind. 

Mr. Mutrer. And with open arms and a big appetite for more 
beef, if we can get it, at a reasonable price. 

Mr. Coin. They will give you meat at a more reasonable price 
than you New Yorkers will give us some things you manufacture at 
a reasonable price, I will tell you that. 

Mr. Mutter. If the chairman will give us an hour, I will debate 
that with you. 

I think you have indicated quite clearly by your statement, Mr. 
Secretary, the very positive need for control of the commodity 
exchanges. Do I state that correctly? 

Secretary Tontn. Yes, that is correct. 

Mr. Mutter. The provision that we had in the bill that became 
the Defense Production Act and was striken out on the floor, for the 
control of the commodity exchanges and which we have again as an 
amendment to that bill, you consider necessary? 

Secretary Topin. I consider it an absolutely vital item in order 
to control the economy and to stop the continuance of a wild inflation. 
If those powers had been enacted in the last Defense Production Act, 
some of the tremendous advances that occurred in wool, in tin and 
rubber could have been halted as quickly as the law was put into 
effect. 

I might say that the commodity exchanges do not reflect only 
prices that are based upon supply and demand, but they are frequently 
reflections of the gambling tendencies of those who operate in these 
commodity exchanges. I have never seen a breakdown, but I would 
be inclined to believe that the investments in commodity exchanges 
would probably run 75 percent straight gambling, to 25 percent busi- 
ness transactions by those who are engaged in the particular business 
field that would use the commodities that are traded on a given 
exchange. 

Mr. Mutter. Your conclusion is amply borne out by the testimony 
of the Secretary of Agriculture, when he told us that the volume of 
trading on the commodity exchanges runs about 17 times the total 
product produced. That, in my opinion, can be only the result of 
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gambling on that market. If we stop that we may not entirely con- 
trol the price but at least we will, to some extent, limit the runaway 
prices that we have there. 

Secretary Tosrn. It is my feeling that whenever we get into a situa- 
tion such as this in a period of partial mobilization such as we are in 
at the present time, that gamblers feel that history is going to repeat 
itself and that it is a perfectly safe venture to go in and buy futures 
in almost any of these commodities that are to be found in the vari- 
ous exchanges. Thus, fictitious prices are established and those 
fictitious prices then become the standard for the operators of legiti- 
mate business. 

It is unfortunate that the exchanges were not brought under 
control when the last defense production law was enacted by the 
Congress. 

Mr. Mutter. As we increase the margin requirements on the 
stock exchanges and drive more and more of the gamblers out of 
there because of the increased marginal requirements, they are going 
to go somewhere else and the natural place for them to go is to the 
commodity exchanges, isn’t that so? 

Secretary Tosin. That would be one of the tendencies, but cer- 
tainly it would seem to me that the Government of the United States 
res 2 have the power in a great emergency like this to protect the 
American people against these wild increases. 

Remember that the average wholesale prices of the country went 
up 15 percent, whereas the average increase in the commodities traded 
on the exchanges was 50 percent from just prior to Korea, up to 
January of 1951, an 8-month period. 

Mr. Mutrer. Thank you. 

The CuarrMan. What percentage of our employees are in defense 
industries? 

Secretary Toxsin. I would say that there are probably 7,000,000 
people engaged in defense work and the Armed Forces at the present 
time, out of a total of about 65 or 66 million, or probably 11 percent. 

The CuarrMAan. How many people are employed? 

Secretary Tosin. There are 60 million, just shghtly over 60 million 
people, gainfully employed now, excluding those in the military, and 
about 1,700,000 unemployed, which is almost full employment. 

The CuarrmMan. What is the tendency? Is the employment in 
the defense industries steadily increasing? 

Secretary Tosin. It will be constantly increasing. We will prob- 
ably reach the maximum shortly after the end of the next fiscal year. 
We are going to have a continuing build-up from now on until then. 

The Cuarrman. How many do you anticipate will be in defense 
industries? 

Secretary Tonrn. We expect an expansion of approximately 
4,000,000 people by the end of the next fiscal year. Of course, that 
will include the increase in the Armed Forces. 

We figure that the total labor force will reach about 68% million. 
What you would have to do then is to subtract from this total the 
number that will be in the Armed Forces and the remainder will be 
available for production, either civilian production or defense pro- 
duction. 

The CuHarrmMan. What will be the tendency with reference to pro- 
duction? How much will the production increase? 
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It will increase very rapidly, won’t it? More rapidly than the 
proportion of the men employed? 

Secretary Tosrn. Decidedly. I think it is quite hard to give you 
any definite figures, except to give it to you in dollars. 

Before Korea, the appropriation available for security purposes was 
$1744 billion. We will be spending by June at the rate of about $35 
billion, and by a year from now we expect—rather, I think by the last 
quarter of this year, by December of 1951, the Defense Department 
will be expending at the rate of $50 billion a year, or almost a billion 
dollars a week, so that you can see there is going to be a tremendous 
increase in the impact of the defense program in the course of the 
next 7 months. 

The CuHarrMan. The Government of the United States is probably 
the most interested in the stabilization of the dollar, because as the 
purchasing power of the dollar goes down, the appropriations have less 
purchasing power, and if 

Secretary Tosin. Well, if the Defense Department has not testified 
to it yet, Mr. Chairman, I think when they come before you they will 
tell you that the value of the military dollar has depreciated about 20 
percent since the Korean situation. That is, the Defense Depart- 
ment now has to spend $1.20 for every dollar they expended pre- 
Korea to obtain the same quantity of defense materials. 

The CHatRMAN. That has the same effect as the ultimate loss of a 
tank or plane or gun in battle, because it has to be replaced, isn’t 
that true? 

Secretary Tosrn. Definitely, but what it really does is contribute 
tremendously to the inflation that we are trying to avoid by the 
enactment of the amendments that are proposed to the Defense 
Production Act. Unless the inflation is stopped, the debt of the 
United States is going to constantly increase during this defense 
period. The greater the increase in the debt, the greater the con- 
tribution to inflation. 

Mr. Mutter. Mr. Chairman, will you yield at that point? 

I think that the testimony given to us up to this point is that 
defense procurement can only buy today for $8 billion the equivalent 
of what they bought before Korea at $6 billion. 

Secretary Topix. That would be an increase of 33 percent. 

Mr. Mutter. 33% percent, yes. 1 think that that is the figure we 
were given. 

Mr. McKinnon. When you say it another way, we find here in 
Congress a great determination to cut the cost of Government ex- 
penditures, in order to reduce our tax load and keep our economy 
sound. 

During the present fiscal year we appropriated, in the original 
defense bill, some $16 billion. 

Now, to buy the same amount of goods it will take 20 or 22 billion 
dollars. 

In other words, we are going to have to add $6,000,000,000 to buy 
an equivalent amount of merchandise. 

If we are really sincere in cutting the budget and getting this 
Government to operate as economically as possible, it is just as 
essential that we pass this type of legislation, to be able to control 
inflation and the cost of Government. 
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Up to now, this next fiscal year, we have cut the cost, we estimate, 
maybe a billion dollars. We are picking up pennies on that type of 
operation and losing dollars unless we step in and control inflation 
by more adequate control legislation. Isn’t that true? 

Secretary Toxin. Definitely. 

Of the $50 billion being paid by the Department of Defense for the 
fiscal year of 1952, the increases, with the conservative figure I have 
given vou of 20 percent, would amount to a total of $10 billion, if 
the inflation that has been going on for the last 9 months were to 
continue during the course of the next 9 or 12 months. 

A tremendous economy will be — by halting this inflation 
just as rapidly as we possibly can. Every single one of the amend- 
ments that has been whiners os the Defense Production Act has been 
proposed for the purpose of stopping the inflation and at least hold- 
ing the line where we are or attempting to roll it back in some re- 
spects. 

If we fail to pass a good, strong Defense Production Act at this 
session of the Congress, we are going to have the continuation of that 
inflation that has cost, as I state conservatively, has increased the 
proposed budget for the fiscal year 1952 by at least $10 billion. 

Mr. McKrynon. So if people are not willing to step in and aggres- 
sively stop inflation in whatever efforts are extended on the other 
side of trying to cut down expenses, it doesn’t seem very consistent ; 
does it? 

Secretary Toxsrn. No; it does not seem consistent. I think we 
have to attack this from every possible angle and attempt to try to 
bring the budget as nearly into balance as we possibly can. 

The greatest contributing factor to approaching a balanced budget 
are the rigid controls that will stop the inflation that has been rolling 
along very strongly up to a few months ago, but there are great 
inflationary pressures still in the making and whether or not we are 
going to control that inflation depends on the action taken by Con- 
gress before its adjournment on the last day of June. 

Mr. Wotcorr. Mr. Chairman, the Secretary said that the value of 
the dollar had depreciated 20 percent since Korea. 

Secretary Tosrn. No, not the value of the dollar. I say the 
Defense Establishment contends that the purchases they are making 
today costing 20 percent more than they did immediately pre-Korea. 

It has been stated here that they have testified that it is greater 
than that, but the economists in the Labor Department were of the 
opinion that it was approximately 20 percent. The Defense Estab- 
lishment could speak with greater authority. Apparently I have been 
conservative in the statement I have made and it is the Defense De- 
partment’s estimate, according to Congressman Multer, that prices 
have gone up more than the 20 percent I have stated. 

Mr. Woxcorr. What would cause the prices to go up, other than 
inflation? 

Secretary Tonrn. Inflation is the definite answer, the cost of raw 
materials that goes into the finished product that the Defense Depart- 
ment gets. 

Mr. Wo corr. Inflation is only a result of the appreciation of the 
value of the purchasing power of this country’s dollar. Now, if there 
has been a 20-percent increase, it would indicate that it takes 20 per- 
cent more dollars to buy than it did before. Your dollar has depreci- 
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ated 20 percent. That is rather amazing to me, because pre-Korea 
the dollar had depreciated in value from the 1939 level to 59 cents. On 
the basis of 20 percent further depreciation, the value of the dollar 
now would be about 47 cents. I thought it had gone down about 5 
points, 54 or 55 percent. 

Secretary Tosrn. Of course, Mr. Congressman, the expenditures 
made by the Defense Department do not reflect the inflation of the 
over-all economy. I think if we want to get at the inflation of the 
over-all economy, the best way to tackle that is to go to the consumers’ 
price index and that has gone up approximately 9 percent at the 
present time. If you inverted the 9 percent, I would say that it 
would give you probably a 90-cent dollar today as compared with the 
100-cent dollar pre-Korea. 

Mr. Wo corr. The Bureau of Labor Statistics is not familiar with 
all the details, but I have in mind that they took 700 and some 
consumer commodities to determine the cost-of-living index? 

Secretary Tosrn. That is correct. 

Mr. Wotcorrt. And they had about thirty-some-odd-prime com- 
modities? Is that about right? 

Secretary Tosrn. We have three indices, first, the consumer’s price 
index which comes out once a month. 

Mr. Wo.corr. I am speaking of the cost-of-living index. 

a Tostn. Yes. I think about 30 items in the daily price 
index. 

Mr. Wotcorr. And altogether you are taking into consideration 
something of seven hundred-some-odd? 

Secretary Tonin. I have experts with me that could give you the 
total number of commodities that enter into the consumer’s price 
index. There are 200 end items in the consumer’s price index and a 
total of 900 in the wholesale price index. The wholesale price index 
is completely unrelated to the consumer’s price index; I mean, it 
plays no direct part in the weights that go into the consumer’s price 
index. If your wholesale price index goes up, eventually you feel it 
at retail after the costs have gone through the pipeline. You even- 
tually find a reflection in your consumer’s price index but they are 
not in any way directly weighted into the consumer’s price index. 

Mr. Wotcort. The indice by which we determine the value of the 
dollar is that which you furnish statistics, as the cost of living index? 

Secretary Topin. That is right. I think that that is one of the 
most accurate measurements that you could use, to determine the 
value of the consumer’s dollar. 

Mr. Wotcorr. Do you know what the value of the dollar is now? 

Secretary Tosrn. The official value of the dollar? 

Mr. Wotcorrt. Yes. 

Secretary Tosrn. What we are really discussing here is the pur- 
chasing power of the dollar. The purchasing power of the dollar will 
of course vary, depending upon whether you are buying houses, or 
food, or military supplies. 

Mr. Wo.corrt. The 59 cent dollar, pre-Korean dollar, was on the 
1935-39 base. 

Secretary Tosrn. I see. Then I think it would come out to prob- 
ably a figure of that kind. 

Mr. Wotcort. What is it today, do you know? 
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Secretary Toprn. Consumers’ Price Index, pre-Korea, was about 
168, and the Consumers’ Price Index for the month of April was 184.5. 
That gives you a range of 17 points, or about 55 cents. 

Mr. Wotcort. That is what I had in mind it was and that is what 
rather amazed me when you said that costs of acquiring military goods 
is 20 percent higher. 

Now, you don’t figure in the cost of military goods in the cost-of- 
living index, do you? 

Secretary Toxin. It will have nothing to do with it. The question 
here is one of the purchasing power of the dollar. You see, in deter- 
mining the cost of living index, we have to take the breadbasket of 
the average American citizen, and add into that the other items that 
are essential for living in the average American family. 

The costs of defense equipment would have no relation whatsoever, 
except that the inflation that affects the cost of living for the American 
family likewise has an effect on the cost of the material and supplies 
that the Defense Establishment has to purchase. 

Mr. Wo.tcorr. Now the cost of materials, your war materials, 
however, are very closely related to the cost-of-living index, as re- 
flected in the value of the dollar, isn’t it? 

Secretary Toxnin. They both reflect the purchasing power of the 
dollar but not for the same kinds of things. To the Defense Estab- 
lishment the dollar is worth 80 cents. 

Mr. Wo corr. Let us put it this way: If the price of—maybe I 
shouldn’t pick on any particular commodity, but take, food, generally. 
If the price of food was less than the cost of producing war materials, 
it would be less. If the cost of living was less, the cost of producing 
war materials would be less. 

Secretary Tostn. In all probability that would. be true. 

Mr. Wotcorr. That is wherein you assert that inflation causes us 
to have to pay 20 percent more for war goods than it would otherwise? 

Secretary Topix. That is correct. And the same applies to the 
housewife when she goes into the stores to buy the goods that are 
necessary to run the home. She is buying them today with approxi- 
mately a 91-cent dollar as compared with pre-Korea. 

Mr. Wotcorrt. If the cost of munitions and war goods is 20 percent 
higher than it was last June and the cost-of-living index is higher, the 
value of the dollar is only 5 points less, what effect would the reduction 
in the cost-of-living index, which would be reflected in an increased 
value in the dollar, of 5 percent up to, say, back to 59, have on the 
price of war materials? 

In other words, what I am trying to say is, an appreciation in the 
value of the dollar of 5 cents would have how much effect upon the 
20-percent increase in war materials? 

Secretary Toxstn. If there was $30 billion expended in the next 
fiscal year, it would be a saving of 4% billion dollars because if we—— 

Mr. Wotcorr. That' would be 20 percent. 

Secretary Topin. No; it is 15 percent. 

Mr. Wo corr. What are the other factors that would cause the 
cost of war materials to be so out of line with the cost-of-living index? 

Secretary Toptn. Well, you have had a several-hundred-percent 
increase in the price of rubber, and rubber would be much more 
heavily reflected in the costs of operation of the Defense Establish- 
ment than they would in the average home. 
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Mr. Wotcorr. How much have we had in the increase in the cost 
of the production of steel? 

Secretary Tonrn. I don’t think there has been any substantial 
increase in the price of steel since the Korean situation. There has 
been a slight increase, but not great. 

Mr. Wotcorr. What I think we should aim to point out here is how, 
by the application of these direct controls, we can hope to appreciate 
the value of the dollar sufficiently to reflect any decrease in costs of 
requiring the necessary goods. 

Secretary Tonrn. Congressman, I am not looking for any apprecia- 
tion in the value of the dollar. If we can hold the line and hold the 
dollar’s value at its present value or bring this runaway inflation down 
to the level where it is creeping inflation, I am going to be perfectly 
satisfied. I don’t say that, if we pass all of these amendments, we 
are going to appreciate the value of the dollar. 

I am going to be very happy and thoroughly satisfied if we can hold 
the line. I will even go beyond that and say I will be satisfied if the 
inflation that carries on after the enactment of the law amounts to 
but 2 or 3 percent. I will feel that a wonderful job has been done, 
because we have all these tremendous inflationary pressures that 
are going to be constantly brought up during the course of the next 6 
months. 

Mr. Wotcorr. I think we are trying to get at the same thing. 
That was the question I was going to follow up, that you hope through 
these direct controls to prevent any further inflation. 

Secretary Tosrn. That is correct. 

Mr. Wotcorr. What is being done, we had up to Korea what the 
Communists characterize as a credit inflation. We have had a great 
deal of testimony that the depreciation in the value of the dollar which 
is reflected in higher prices is due to the unusual increase in the velocity 
and volume of credit. It seems to some of us that the Government 
should take the initiative in stabilizing our economy, the base for our 
economy, before it puts into effect these direct controls. 

I think, although we have been referring to these basic credit con- 
trols—the orthodox controls—I believe you and others might refer to 
them as the indirect controls, the controls which are utilized tradi- 
tionally to stabilize our currency. You notice here that commercial 
bank loans have had a precipitous rise from January 1950. Using 
that as a base, commercial bank loans, up to the Ist of April of this 
year, have increased by about $12 billion, or thereabouts. Are these 
direct controls necessitated by the failure to utilize the indirect con- 
trols to reduce the volume and velocity of credit? 

Secretary Topix. No, Mr. Congressman; I would say that, in a 
situation of this kind, with all of the inflationary pressures that we 
still have present in the economy, we have to attack it from every 
conceivable angle. We have to do it from the point of view of price 
ceilings. You have to do it from the point of view of credit controls, 
from the point of view of the allocation of scarce materials. 

Mr. Wotcorrt. Let’s take credit controls. Credit controls at con- 
sumer levels? 

Secretary Tosin. At the consumer level. 

Mr. Wotcorr. Are you going to try to do it at the consumer level? 

Secretary Tosin. It has been done. 

Mr. Wotcorr. When was it done? 
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Secretary Toxnin. It was done in either November or December. 
Mr. Wotcorr. You mean they put controls on? 

Secretary Tosrn. Yes. 

Mr. Wotcorr. But have we had stability in the credit field by 
reason of the application of the consumer credit controls? 

Secretary Toxin. It is one of the factors. 

Mr. Wo tcorr. The commercial bank loans as I have pointed out 
have increased by 12 or 13 billion dollars. 

Secretary Tosrin. They are bound to expand at a time when you 
have a constantly expanding economy. I would think that probably a 
very large percentage of that expansion of commercial bank loans 
have been for the purpose of the expansion or production to meet 
defense requirements. 

Mr. Wo tcorr. That would be only since Korea, wouldn’t it? 

Secretary Toxsin. That is correct. 

Mr. Wotcorr. More than almost half of the increase was pre- 
Korea, the first half of 1950. 

Secretary Tosrn. You say there has been a $12 billion expansion 
from January 1 of 1950 through to April of 1951. What was the 
total credit outstanding as of January 1, 1950. 

Mr. Mutter. About 17 billion dollars, commercial loans alone. 

Mr. GAMBLE. Since when? What date, sir? 

Secretary Topin. I thought you said commercial bank loans in- 
creased $12% billion from January 1, 1950 to April of 1951. I don’t 
say that I could give you a very intelligent answer, but I would really 
have to know what the base was, what was the total amount of credit 
outstanding. However, I think that a question of that character 
could be much better handled by the Federal Reserve Board when 
they come before you. 

Mr. Wotcorr. We have asked them that and that is why we have 
this chart here, but now I am trying to develop the feasibility of 
applying direct controls before we have utilized the indirect controls 
which are, likewise, controlled by Government. That is what I am 
getting at. 

Secretary Toxnrn. I am positively convinced that indirect controls 
cannot do the job. 

Mr. Wo.ucorr. How can you say that, Mr. Secretary, when it has 
never been tried. I don’t see how anyone can say that indirect 
controls will not do the job when, as a matter of fact, indirect controls 
have never been applied. It is true we have increased the rediscount 
rate previous to Korea. We have increased the rediscount rate by 
three steps, a quarter of 1 percent at a time. We increased it from 
a low of 1 percent, which is terribly cheap money, to a high of 1% 
percent. We haven’t increased it at all since Korea. We haven’t 
increased any of the bank reserves. As a matter of fact, the Federal 
Reserve now has it within its power to increase the reserves of central 
banks. It hasn’t been done. We haven’t made any attempts what- 
soever to demonetize any of the Federal debt, excepting the new 
issues. ‘The new and three quarter issues which cannot be monetized. 
We haven’t, apparently, given any consideration to the effect of the 
restoration of the gold reserves from their present 25 percent, an 
additional 35 percent for deposits, and what effect the additional 
45-percent Federal Reserve notes would have on the economy, so I 
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don’t see how anyone can say that they will not do the job unless 
they are actually tried. 

My position is that, after they have been tried, then we should have 
this standby power here to supplement them if they 

Secretary Toprn. I would say that, after looking at what has 
happened to our wholesale commodity index, if we had been able to 
apply direct controls in June of 1950, a great deal of the inflation that 
has occurred could have been avoided and I think that every business- 
man who lived through 

Mr. Wotcorr. In September you did have that authority—you 
gave the authority to the President so he had it in September. He 
didn’t put price controls on until December or January. He had the 
authority to roll prices back to June. 

Secretary Tosrn. All right, but let me ask you, Mr. Congressman: 
You know, Congress cannot just pass a law and then overnight like a 
magic wand have an organization to put that law into effect. To build 
an organization of the tremendous size necessary and to get the right 
men to do the job takes quite some time, and the power to do it and the 
money to do it did not come into the hands of the administration until 
the latter part of September, just as the Congress was going home. 

If any man on this committee were given the challenge of setting up 
the kind of organization that was necessary to control America’s 
economy, I don’t think they could have done it any more rapidly than 
it was done. 

Just the fact that you pass a law doesn’t mean that you can over- 
night have the organization to carry out the powers that are in a law, 
and I think just a reasonable amount of time was taken to set up that 
organization. 

Mr. Wotcort. I might say that in 1941 OPACS was set up some 
months before we passed the law, establishing the prices. Mr. 
Henderson operated under a directive from the President, as I recall 
it, not predicated upon law but upon an attempt to get the people to 
coordinate their activities in the stabilization effort. 

In September 1940 I might say that that was partially successful, 
until Mr. Henderson started to threaten to jail everybody until they 
had a law under which they could be jailed and then they dared him to 
come on and do it. That is a natural psychological reaction, but in 
September, the day after the act was passed, the President could have 
frozen every price at that time if he had wanted to and left the enforce- 
ment until the time that an organization had been set up. It would 
have had the effect of impressing the people with the necessity of 
Stabilizing at that point. He could also have said that whoever 
charges any price for that commodity above that which prevailed, 
whatever the Korean date was, would be guilty under the provisions 
of the law. 

It at least would have had that effect because of the threat that 
price controls were going to be put on sometime in the future. We all 
agree that prices went unreasonably and unconscionably high, so that 
labor has a very justified excuse for demanding increases in wages, 
but then, instead of rolling the prices back under the authority which 
was given to you, you brought wages up to prices instead of bringing 
prices back to wages. 

You must also have in mind that this situation existed as you said 
and we were inflating immediately after Korea, but the President 
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never, to my knowledge, recommended to this Congress that we enact 
a price-control act. That was put in in this committee and he made 
the statement, as I recall it, in substance at that time, that the Con- 
gress could pass a price-control law if they wanted to, but he saw no 
necessity for its operation at that time. 

Now we come in here and predicate everything on the increase in 
prices, the pattern for which was being cut long before September. 
The point is this: We want to know in this committee how effective 
the authority is in the act and how it is going to be administered, 
whether it is going to be administered more efficiently to control our 
economy or stabilize our economy and what other factors control 
and what use is going to be made of these other factors, which we call 
indirect controls, before we get any more inflation, than we have at 
the present time. 

Mr. McKinnon. Will you yield? 

I recall that we in this committee were the ones that insisted on 
price control. 

Mr. Gamsue. You had an amendment, yourself. 

Mr. McKinnon. That is right, but in fairness, certain of the things 
the President recommended in that were not carried on the floor, like 
controls on the commodity exchanges. I don’t think anybody can 
say that we know something won’t work until we try it, but, to my 
way of thinking, the present inflation we have had is basically due to 
psychological motives, and, therefore, a lot of merchants—retailers 
and wholesalers both—rushed into the market and on easy commercial 
bank credit bought up a lot of merchandise, and stored it for future 
sales on the anticipation that they could make a tremendous profit 
by being smart, by going to the market early and buying to use 
later on. 

If we let the interest rate go up on that money, we won’t curtail 
the use of the money for that purpose. If the interest rate had been 
up from 4% to 8 or 9 or 10 percent, as high as you could legally go, 
and the merchant could make 20 or 30 percent on that activity, 
irrespective of the commercial rate, you would have had that credit 
and therefore price inflation. 

Mr. Woucorr. That is the point I intended to bring out. If 
prices had been rolled back or frozen, there wouldn’t have been that 
incentive for industry to create a false demand for business. 

Mr. McKinnon. Do you think you could have held the line by 
rolling back on certain basic items? 

Mr. Wouxcorr. | think we could have kept out of the picture the 
increase on inflation, due to the increase on inventories, if the admin- 
istration had given notice that there was going to be no profit in the 
assimilation of an excessive large inventory, by reason of the fact 
that we might go back to the date on which the purchase was made. 
It would have taken the profit out of that kind of buying to the 
point where you could have dissipated that much of the demands. 
It wouldn’t perhaps have done away with consumer scare buying 
altogether, but you could have controlled the increase in inventories 
which were bought as speculation by giving notice you were going to 
roll back prices to the date the inventories were acquired. 

Secretary Tosin. It wasn’t that the President was opposed to price 
controls, but it looked as if there would be a tremendously long 
debate in the Congress over the kind of price-control act that would 
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be enacted and he requested the Congress to give him certain powers 
immediately and take their time about the enactment of a price- 
control law. 

He asked for the very credit controls that you point out would 
have stopped the tremendous inventory buying—that was what he 
wanted—and control of strategic materials. 

Mr. Wotcorr. I don’t agree with you there. He asked for general 
credit controls over every dollar of private credit. 

Secretary Tosrn. That is correct; but he had in mind controls at 
consumer levels, controls at producing level and merchandising levels. 

Mr. Wotcorr. He had in mind—|I say he had in mind, I don’t know 
what he had in mind, but anyway, the authority under that act would 
have given him control over every dollar of private credit and he could 
have dictated the terms of every loan in every bank in the United 
States. That was an authority which, as the saying goes, no good 
man would want and no bad man should have. 

It is an authority which I hope this Congress will never give to any 
executive or to any board, independent or otherwise, because whoever 
controls credit under our capitalistic system, controls the lifeblood of 
the economy and controls the life of the economy. 

The Cuarrman. Mr. Johnston, when he testified, said that indirect 
controls had been used in Canada to the fullest extent and had not ac- 
complished their purpose. I understand that the Secretary doesn’t 
feel that it is any time to experiment with controls with runaway prices. 
You feel that both indirect controls and direct controls should be used 
to accomplish the purpose; isn’t that true? 

Secretary Topix. That is correct, Mr. Chairman. 

The CuHarrMANn. Now, it seems to me that if you use indirect controls 
to the fullest extent, you can dry up credit; you can reduce the value of 
the money. It seems to me it should be done with discretion. What 
would be the effect if we put them onto the fullest extent? We would 
dry up credit. We would make the dollar scarce. What would hap- 
pen to the people who were in debt? How would they ever pay their 
indebtedness? I have seen the time when money was scarce. It was 
scarce in the last Hoover administration. 

Dollars would buy things, but nobody had them. I have seen 
times, too, when there wasn’t enough money to meet the demands 
of industry, agriculture, and commerce in the United States and 
they have just used scrip. It seems to me it is all right to talk about 
these theoretical controls and what they will do, but if you use them 
without discretion you may produce a result that you little look for 
and little want. Don’t vou feel that way? 

Secretary Tosrn. I definitely do. It is my feeling that 90 percent 
of American businessmen want controls of the price of commodities 
that they manufacture and that they sell. The older men in business 
remember what happened to them in the uncontrolled inflation of 
World War I. The bulk of the businessmen who operated under 
controls in World War II, at the terminus of the war had the feeling 
that they had earned reasonable profits, but that they were not then 
confronted with the tremendous deflation that followed World War I, 
when a great many of them overnight went from the level of million- 
aires to the level of paupers. 

That happened in my own city. I know Boston as the major 
wool and leather center of this country and I think any leather or 
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wool man will tell you they far preferred the controls of World 
War II to the uncontrolled situation you had in World War I. Con- 
servative American business men appreciate that one of the best 
ways to destroy our private enterprise system is to have an uncon- 
trolled situation which will inevitably be followed by a very deep and 
serious depression. One of the ways to make our private enterprise 
system stronger in the days after this great trouble we are in is over, 
is to have reasonable controls and then at the termination of the con- 
flict you don’t have so far to fall. We didn’t fal! following World War 
II and it is the first time in the history of America or the history of 
any nation that has engaged in a major war where you didn’t have an 
economic collapse following the war. I would say that controls on 
commodity prices during World War II were the greatest contributing 
factor to the sound postwar period that we have. I also have the feel- 
ing that while credit controls and these other indirect controls that are 
being suggested by Congressman Wolcott play a part in stopping this 
inflation, unless we tackle it from every possible angle, we are not 
going to stop the inflation. 

The CuatrMan. I think these indirect controls are effective, but I 
think they must be used with judgment and moderation. The power 
to control money is a great power. Nobody denies that. I think 
Baron Rothschild said, ‘Let me control the money of a nation and I 
care not who makes its laws.” I don’t deny the effectiveness of these 
controls, but I do deny the result he says they would accomplish. I 
think they might accomplish a great injury to the economy of the 
United States, and I think they would probably destroy the debtors 
of the United States and probably double the debt of the United 
States because we created that debt with a depreciated currency that 
we would have to pay it in a currency that is made up of dollars hard 
to get; you can double the debt of the United States. 

Mr. Wotcorr. I wish I had recalled that quotation of Baron 
Rothschild’s, because that is along the lines I was talking, that who 
controls the credit controls the economy. 

(Discussion off the record.) 

Mr. Tauue. Mr. Secretary, will you supply for the record the latest 
available data on the two indexes that have been talked about, the 
cost-of-living index and the consumers index? 

Secretary Tosrn. I will be delighted to do it. We can give you 
the index and as much material as you want. If you want, we will 
go back to January 1950, and give you a monthly running record. 
We will give you the Consumers’ Price Index reflecting the cost of 
living to the individual American, the wholesale price index, and the 
spot commodity price index, which is the commodity exchange price 
and we will run them, say, monthly, from the Ist of January 1950 up 
to, I think we will have April, in all. 

Mr. McDonovau. Aren’t those the same tables that Mr. Johnston 
brought in here? 

Mr. Tauxy. I understand this would not be a oe: 

Secretary Tosin. I do not know, but probably Mr. Johnston has 
provided those tables. 

Mr. Mutter. I suggest he take with him a set of the tables so he 
will not duplicate them. 

Mr. McDonoveu. They are out of his own Department. 
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Mr. Tate. If it is a duplication, I would not want them. That 
would be a waste of time and money. 
Secretary Toxnrn. Is this what Mr. Johnston provided you? 
Mr. McDonoven. Yes; that is right. 


Secretary Topin. He has it on a chart basis. 


I will send it up, typed by columns in months. 
Mr. McDonoveu. In figures? 
Secretary Tosin. Yes. 
Mr. Tauue. That is what I had in mind. 
(The information referred to is as follows:) 


If you want it, 


TaBLe I.—Consumers’ price index for moderate income families in large cities 
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TaBie II.—Wholesale price index monthly and weekly 
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TaBieE III.—Daily spot market index, Tuesday 


[August 1939= 100] 
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Mr. Tauue. Do you think in your Department that the roll-back 
on meat will work in the way that we have been told that it will, as 
told in the press and told by Government agencies that it will? 

Secretary Tosrn. I am not an expert in that field, Congressman, 
and I would hesitate to pose as one. 

Mr. Tauue. In the event that the supplies of meat are not forth- 
coming at the prices allowed, what would be your recommendation 
for the next step? 

Secretary Tosin. Of course, one of the primary objectives will be 
to produce a sufficient amount of meat to meet the demands of the 
American people and I would be inclined to go along with the recom- 
mendations of Mr. DiSalle until it is proved that they are not workable. 

Mr. Tate. Of course, the diet of the American people can change. 
It did following World War I. More fruits and vegetables were 
eaten after World War I than before World War I. Perhaps we will 
just have to plan on getting along with less meat, because I am sure 
we will get less under the proposed restrictions. 

Secretary Tosrn. The reason that the people improved their diet 
and bought more fruit and fresh vegetables was that we had full 
employment and that more people could afford to buy fresh fruits and 
vegetables than could in the prewar period. 

Mr. Tate. Yes. That is right. One reason for the fact that meat 
prices have been high is that people have been able to pay. 

Secretary Tosrn. Yes. 

Mr. Tatue. Turning to wool, I remember you mentioned that in 
your statement. Why i is the price of wool high? 

Secretary Tosrn. The price of wool, why is it high? 

Mr. Tate. Yes. 

Secretary Tosi. Well, I suppose because in every war wool has a 
tremendous rise in price. It is one of the commodities that comes 
from just a few areas in the world. For example, we produce at most 
one-third of the wool we use in the United States. Two-thirds has 
to be imported. 

Mr. Gamsie. What percentage? 

Secretary Topin. My figures may be wrong. I would say we 
produce one-third and | think two-thirds has to be imported. To a 
great extent Russia was bidding against us in the wool markets in 
Australia. That was one of the contributing factors and the tremen- 
dously increased demand in the United States for wool contributed to 
building up the price. Since we stepped out of the wool market 
there has been a substantial drop in the price of wool. ‘There has 
been a drop in wool markets elsewhere as well as in the United States. 

Mr. Tauue. I suppose the principal factor is that Russia got in 
ahead of us and bought the wool supply in Australia. 

Secretary Torn. She got a goodly supply of it. 

Mr. Tauue. Yes; that is right. Would it have been to any body’ s 
advantage if we had not had a wool exchange? 

Secretary Tosrn. I would not say that the gambling exchange—it 
did have its effect because the wool exchange’s prices are then shipped 
all over the world. I would say that definitely it was a great factor 
in rubber, and it was a great factor in tin. If we did not have the 
commodity exchanges, at all, I am quite certain that rubber would 
have never reached the crazy heights that rt reached. 
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Mr. Tautue. You also mentioned tin. That is a monopoly. Is it 
not true that the British and the Dutch control the supply of tin? 

Secretary Tosin. They control enough of the supply to practically 
dominate the field. I think that is an accurate statement. 

Mr. Tatty. Is it not true that there has been a shift in the direction 
of commerce and that much of the tin we used to buy is going to China 
and countries back of the iron curtain and our bidding for it now 
requires us to pay much higher prices than we paid before? 

Secretary Tosin. I am not familiar with that detail, Congressman. 

Mr. Tauue. I understand that Malaya sends tin to anybody who 
wants to buy regardless of ideology or philosophy of government 
provided the very high prices are paid. Isn’t the same thing true 
of rubber? 

Secretary Tosry. I am not familiar with it, Congressman. 

Mr. Tauue. Natural rubber is also produced out there in the same 
area. I wonder about these three commodities—wool, tin, and rubber. 
All of them have gone up tremendously in price. 

Secretary ‘Tosin. Even though rubber is an imported item, we 
had a great deal to do with establishing the world price and it unfor- 
tunately was established on a gambling exchange and that drove the 
price up tremendously. 

Mr. Tauue. I have never bought a pound of rubber or a kernel of 
grain or a bushel or a ton of any of these commodities on any of the 
exchanges, but I have always thought they were organized markets 
like the stock exchange. I always thought of these exchanges and 
organized markets as tending rather to steady the price over the years 
than the opposite. 

Secretary Topix. The more volatile changes in basic prices occur 
on the exchanges, on the gambling exchanges. You have tremendous 
rises and tremendous dips and that was one area of the economy that 


‘I feel should have been controlled at the earliest possible date. There 


is no adequate power in the hands of the Federal Government to 
control the exchanges. I think the same sensible controls that were 
placed over the organized stock boards of the country should have 
been put into effect in regard to the commodity exchanges of the 
country. 

Mr. Tati. Do you regard the dealings on the wool exchange, the 
cotton exchange, and the grain exchanges as gambling? 

Secretary Toprn. I made the statement that I felt that 75 percent 
of the business, the volume of business done on these various com- 
modity exchanges is straight out and out gambling and that 75 percent 
of those engaged in that gambling are in no way connected with busi- 
ness that would use the commodity. 

Mr. Tauusr. I realize it is true that the price mechanism on the 
exchanges works rapidly and that price changes occur more quickly 
on the exchanges than in any other price situation. My question is 
Are the exchanges evil institutions? I remember President Roosevelt 
said in 1933 that he was going to drive the money changers out of the 
temple. Are these exchanges money changers that have been living 
with us for 18 years since 1933 still running the temple? 

Secretary Tonin. A case could be made out for some value to 
the economy in having these commodity exchanges. Some people 
use them for rightful purposes. A person in the shoe business might 
buy a future in hides as a protection against any inflation that might 
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occur, so that he would be protected in the event hides and leathers 
were to go up in price. But I think the use of the exchange for that 
purpose, by those engaged in the private business directly connected 
wit a exchange is trivial as compared with the straight out and out 
ambler 

: Mr. Tauux. Mr. Secretary, I value your opinions on all of these 
things. May I have the viewpoint of your Department on what is 
called parity in agriculture? 

Secretary Toprn. Well, the principle of parity is a sound one. It 
has been one of the contributing factors to the stabilization of the 
economy and the avoidance of depression in the postwar period. It 
is another one of the props under the economy that guarantees a 
reasonable price to the farmer of the country for the produce which 
he produces. We have in the Labor Department a somewhat com- 
parable prop to the economy in the minimum wage that is estab- 
lished under the fair labor standards law, so that basically, I would 
say that it has been a sound project and one that has contributed 
to the stabilization of the economy. 

Mr. Tauug. Parity carries the thought of equality, does it not? 

Secretary Tosrn. That is right. 

Mr. Tatiz. Now the recommendation in the testimony that we 
have received is that ceilings should be established for a marketing 
season. ‘That is something that I will not ask you about, because I 
think perhaps it should rather be directed to somebody else. 

Secretary Toxrn. I will be pleased to answer it. I think that also 
will be a contributing factor to stabilization because you are assured 
then of a stable price for a commodity carrying through the whole 
year and as I understand the proposal in the law, in the bill, it is 
that a price will be set at the start of the crop season that will carry 
through for the year rather than to have the varying fluctuations in 


price month to month during the year. I think it will be one of the’ 


contributing factors toward stabilizing the economy for a period of 
12 months. 

Mr. Tauxie. Within the parity formula, itself, there are a number 
of factors; they are factors that enter into the parity formula. 

If a ceiling is determined that shall sever through the market season, 
would you recommend that all the factors that make up the parity 
formula be also fixed for an equal length of time? 

Secretary Topix. The best answer that I can give to you on that 
is that it would be a very difficult proposal to effectively enforce. 
In order to have a sufficient quantity of certain materials produced 
for the good of the national economy, you would either have to raise 
prices or have to use subsidies. Now, there are provisions under 
this bill to enable different subsidies to be paid to marginal producers, 
including agricultural producers and mineral producers, for products 
that the country needs in this present situation. So my answer 
would have to be no, I would not want to see an absolute freezing of 
all of the other factors that enter into the parity formula of agricul- 
tural products. 

Mr. Mutrer. As I understand you, the point is to fix parity at the 
beginning of the marketing year or season. Take the parity be- 
ginning with the marketing year or season and use that as your base 
at that point for the ensuing season. You have already taken into 
account all of the cost that a farmer has put into his product at that 
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point and anything he buys thereafter will not be for that marketing 
season but will be for products that will go to the next marketing 
season, at which time if the cost is increased, it will again be takeu 
into account in arriving at parity. 

Mr. Tauue. There will always be a considerable lag, because if 
parity is determined on the Ist of January 1951, just consider all the 
increases in cost that the farmer might incur between January 1, 1951, 
and December 31, 1951. 

Secretary Topnin. The Economic Stabilizer could establish a ceiling 
price that would be higher than parity, if an injustice was being 
worked against the farmer as a result of inflation carrying on during 
the course of the crop year. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Tauue. Yes. 

Mr. McDonovau. In order to avoid the fluctuation of the other 
elements that go into establish parity at the beginning of the crop 
year, do you believe that it would be fairer to, instead of setting 
parity for the entire crop year at the beginning of the crop year, every 
90 days during the period of the production of that crop, so that then 
you would bring into play and equalize your parity on a basis of the 
fluctuation of the other elements that enter into the parity formula? 

Secretary Tosrn. There is nothing in the law that would prevent 
the Director of the Office of Price Stabilization from doing exactly 
what you have proposed, in the event that the inflation continues— 
that these amendments that are recommended, prove to be ineffec- 
tive. The Director of Price Stabilization would have the power to do 
that in the event that he found that inflation was running away, so 
exactly the suggestion you have made under this law is in the powers 
of the Director of Price Stabilization. 

Mr. McDonovau. You mean if he determines to do that? 

Secretary Tosin. That is right. 

Mr. Tatuz. On a quarterly basis, Mr. McDonough, I certainly 
agree that you would come much closer to reality than the marketing 
season of a full year. 

Mr. McDonoveu. For certain crops. 

Mr. Tauux. That is right. 

Mr. McDonovan. For certain crops the beginning of the crop 
season would be all right. 

Mr. Tauiz. Yes. Thank you, Mr. Secretary. 

The CaArRMAN. I want to say that the Secretary of Labor, I am 
sure, would make a very competent Secretary of Agricuiture. 

, Mr. Mutter. We city boys always know a great deal about the 
arm, 

Mr. Gamsue. Mr. Secretary, in answer to Mr. Spence’s question 
regarding the good will and wholehearted support the war effort is 
getting from labor, which I agree, what is the situation, if I might 
ask, in connection with these CIO unions that were ousted from the 
CIO or were formerly CIO and were ousted? 

Are you getting the same sort of support from them that you are 
getting from the AFL and the CIO unions? I am not quibbling 
about it. 

Secretary Topin. The answer is “No.” 

Mr. GamBuie. That is something that weighed on me and I just 
wondered. I recall they lost certain rights under some of the con- 
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tracts, which I believe that the AFL and CIO still have. I just was 
curious to know what that situation was. I suspected that was your 
answer. 

I have just one or two questions. I am glad you answered this 
question about sales. I have noticed a lot of sales, not only here, 
but in New York, for clothing which is very unusual at this time and 
it is because of the inventories that they piled up and they are over- 
stocked now and can’t move them. 

Secretary Tosin. That is correct. It is also because there was 
such heavy credit buying at retail level, particularly for hard goods, 
automobiles, refrigerators, television sets and the like. People are 
still paying on the debts that they contracted in the last half of 1950, 
but I do not think that this situation is going to last for long, because 
very shortly those inventories will be depleted and then with the 
tremendously increased national income we have, inevitably you are 
going to have the same inflationary pressures again. 

Mr. Gamste. I suppose the squeeze is on for ready cash, where 
they have these big inventories? 

Secretary Topin. That is right. You have the squeeze for ready 
cash on the producer, the retail merchant, and, also, on the con- 
sumer. They overextended their credit back in late 1950 and the 
consumer also stocked up, anticipating shortages of many items, but 
I think that all of that will be coming into balance very shortly and 
we will be back starting all over with the inflationary pressures again. 

Mr. Gamste. I think that is probably one of the things that has 
backfired on the automobile situation, too. It is much easier to buy 
cars now than it was 6 months ago, which is probably very true. 

You say on page 8 that you are urging the importance of enacting 
more adequate enforcement of price controls. You have given 
testimony along those lines, but in this bill there is nothing that 
asks any amendments of the sections having to do with labor, wages 
or prices of labor, and I am just wondering why there was no amend- 
ment asked on that because there has been trouble in that field and 
there is still trouble ahead, apparently. We are always having a new 
round of wage increases. 

Secretary Toxsrn. It would be better for the Congress not to spell 
out in detail the formula for wages, because you have got varying 
conditions to meet and you couldn’t anticipate all of them. I think 
to delegate that to the tripartite board that has been set up is the 
most sensible thing to do. You have equal numbers of management, 
labor and the public represented on that board, and I think that 
that is the best method to use because you then have as the final 
judge your Economic Stabilizer and his job is to stabilize the economy 
in any action taken by that tripartite board. Then it must meet 
with his approval. 

I think it is better to leave that flexible labor-management-public 
arrangement for controlling that phase of the economy rather than to 
attempt to spell it out in detail in a statute. 

Mr. Gams te. I think the more flexible a law the better off we are 
anyway in a situation such as this. I am just wondering if then at all 
times it isn’t working out the way we had hoped it would, but there is 
no provision here, but we have amendments for every other section, 
practically. 
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Secretary Toxin. I personally can’t think of anything that the 
Congress could do in the way of spelling out wage stabilization in 
greater detail. I think that ‘the tripartite board that did work so 
effectively in the last war, can prove to be effective again in this 
present situation. 

Mr. GamBLe. This present Board is somewhat along similar lines, is 
it not? 

Secretary Tosin. Yes; and so was the last one, but I think now that 
they are going to get along all right. 

Mr. GamBiE. On the rent control that you speak of, where these 
large increases have occurred is mostly in communities that have been 
decontrolled? 

Secretary Tosrn. That is correct. 

Mr. GamMBLeE. Aren’t you going to get into a peculiar situation? 
Take the State of Texas where the State legislature decontrolled the 
entire State. Now we go ahead and pass a law to recontrol. Aren’t 
you going to get into the old States’ rights issue that you had in the 
other situations? 

This isn’t down your line, I know, but you mentioned it here. 

Secretary Tosin. Oh, yes; but I am quite familiar with it. I was 
mayor of Boston and Governor of Massachusetts during the recent 
war and had a great deal to do with it. I think the Congress used 
good sound judgment in leaving the question of rent control to the 
local areas when they decided to do it, I think in 1949. There were 
some areas of the country that no longer needed rent control. But 
now we have come back into a situation in which rent control is 
definitely needed. Also, the record of the tremendous increases that 
occurred in some of the areas that were decontrolled make it clearly 
evident that power for rent control in the hands of the Federal Gov- 
ernment is very essential at this time. Also, the power to recontrol 
areas that need it, that have been decontrolled by local communities 
and States is certainly very evident on the basis of the record that 
has been established over the last 18 months. 

Mr. GamBue. In most of these there have been a number of ex- 
amples given in Alabama. Why don’t we let the State of Alabama 
through the State legislature pass a rent control bill like they did in 
New York, instead of coming down here again and asking us to take 
the burden 

Secretary Tontn. Because we want to stop inflation in the United 
States. We want to have this Consumers’ Price Index not go higher 
than it is at the present time, if it is at all possible. <A erent many 
of your State legislatures have adjourned and will not meet until 
January 1, 1953. The only way that you could recontrol at a local 
level would be by convening special sessions of the legislature. In 
most cases that would be dependent entirely upon the will of the 
Governor, so we cannot depend upon local action to control the infla- 
tion that is occurring in the field of rents. 

We are then going to need, from a manpower point of view, the 
in-migration of a tremendous number of workers in many areas. 

Now, you will say, well you can’t make new houses—I mean, if 
they were given rent control, it will not create new dwelling units. 
But if workers come into an area and they find that rents are exorbi- 
tant, they are going to become dissatisfied and you are going to have 
an unnecessarily large turn-over of people. But to come back, the 
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basic purpose is to stop this inflation. In order to do so, it is neces- 
sary once again, because of the situation we are in, to have the 
power restored to the Federal Government to recontrol any area in 
the United States in which housing is unbalanced, in any area where 
the demand is greater than the supply, in order to stabilize, not freeze, 
but stabilize rents. 

I feel very strongly that this is one of the most important phases 
of the defense mobilization that is before us. 

Mr. Gamste. I feel they know more about it in their own State 
than we do in Washington. 

The CHatrMAN. How great is the incentive for controlling business 
property? 

Secretary Tosrn. I would say that that phase of the real-estate 
economy, the power, also, ought to be placed in the hands of the 
Federal Government as long as this emergency lasts. We have made 
no study in the Labor Department, but from my own experience 
I know of areas where rents have gone up as much as four and five 
hundred percent in the period of the last 10 years. 

There is a tremendous shortage of all kinds of business properties 
in almost every community in America, so there we have another 
avenue in which inevitably great increases in prices are going to occur 
in the years that are ahead, unless there is a control. Without any 
deep study of the situation, and with no over-all studies to justify 
what I am saying, I would say that from just superficial observation, 
control of commercial and business rents ought to be placed in the 
hands of the Federal Government. 

Mr. GamMBLE. One more question: On page 12 I am interested in 
what you speak of on apprentice training. I was chairman of the 
Joint Committee on Housing and that was one of the difficulties at 
that time in the housing situation, that they needed many people to 
be trained and they did quite a lot along apprentice training. 

Is that program going on and is it progressing? When you say 
“critical occupations list,” does that refer to apprentice training? 

Secretary Topin. An apprentice trainee who has spent 2 years as 
an apprentice then goes on the critical list. On the critical list. that 
the Labor Department puts out in cooperation with Defense and the 
Department of Commerce, the occupation or skill or trade has to be 
one in which at least 2 years of training is required to become a crafts- 
man or a mechanic. 

At the present time, we have roughly, 2,230,000 apprentices in the 
United States. We are doing everything possible to try to build up 
additional apprentices in the metal trades field in which we have 
serious shortages. 

In the postwar period, we had wonderful cooperation from all of 
the building trades unions in every section of the United States. It 
has played a great part in the defense building—I mean in the resi- 
dential building that has gone on in this postwar period, but there is 
an intensive drive all over the country at the present time to attempt 
to increase apprentices, especially in the fields in which an apprentice 
can play a part in the defense effort. 

Mr. GamBLe. It is going along, in your opinion, pretty satis- 
factorily? 

Secretary Topin. Yes; but I can’t say that I am personally satis- 
fied, because we need so many more skilled mechanics, particularly 
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in the metal fields, that no matter how well we do, we are still not 
doing as much as—we are not accomplishing as much as I feel that 
we need to accomplish. 

Mr. GamBue. You stated that the building trades were in the 
forefront of this apprentice training situation, were they not? 

Secretary Tosin. They definitely were. In the postwar period a 
majority of apprentices were in the fields of building trades. There 
is one other point that I would like to make in connection with rent 
control, to show you that we are running into—we are going to run 
into a shortage of housing again. 

In April of last year we started 133,000 dwelling units. In April of 
this year we started about 88,000 dwelling units, again proving the 
effectiveness of credit controls. I think credit ecntrols have been the 
biggest factor in the decline in housing starts and it means that that 
is going to create a greater tendency to push up rents in those areas 
of the country where there are no controls. 

Mr. McDonovau. Mr. Seeretary, what percentage of the monthly 
wage of workers do you think should go to rent? 

Secretary Tonrn. At the present time, the over-all in the country 
is about 11 percent of the total expenditures by the family. That 
isn’t of wages. That is of moneys expended by a family as a whole. 

Mr. McDonoveu. You mean that that is a fair average? 

Secretary Tosrn. That is the mean average of the whole country. 

Mr. Mutrer. That is what is being spent. 

Mr. McDonoveu. What is being spent, and if it doesn’t exceed 
that, it is not excessive. Would you say if it doesn’t exceed that, it is 
not excessive? 

Secretary Tonin. That would be safe to say, yes. If it doesn’t 
exceed 11 percent, it wouldn’t be excessive. 

Mr. McDonoveu. In other words, do you think that in any area, 
industrial area, a highly thickly populated area, if the increase in rent 
doesn’t exceed 11 percent, that rent control should not be applied? 

Secretary Topix. What period would you take? 

Mr. McDonoveu. I would say that it is not now over 11 percent, 
and if it doesn’t show any increase over 11 percent during the present 
emergency. 

Secretary Topin. You mean of the total expenditures made by a 
family? The 11 percent is the ratio of contract rent to total current 
living expenditures. Contract rent does not necessarily cover total 
housing expense, since some families pay for fuel and utilities sepa- 
rately from their rent. When such expenses are included, the cost 
would run about 15 to 16 percent of total current family spending. 

Mr. McDonoveu. Of course, taking the 11 percent of total expend- 
itures, it doesn’t apply to individual cases where it may exceed 11 and 
some cases where it would be less than 11, but where the average 
doesn’t exceed 11 percent, there evidently is adequate housing and 
there is no hardship. Wouldn’t you say that that is true? 

Secretary Toprn. I don’t think I would want to use the 11 percent 
as a vardstick. In the proposed law, which is not a rent freeze, but 
rather rent stabilization, | would hope that any good sensible Admin- 
istrator would establish rents at a level that would enable the owner 
of the property to get a fair return, taking into consideration any 
increase in expenses for maintenance and repairs and taxes and the 
like. Again, it is another field in which, wherever in any part of the 
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country housing is not in balance, and there is a greater demand than 
supply, I think that we should put into effect rent stabilization just 
as rapidly as possible. 

Mr. McDonoveu. Even if in establishing it we give many thou- 
sands of people in that area a rent rate that is less than 11 percent? 

Secretary Tonry. I don’t think the 11 percent means anything, from 
the point of view of what the level should be in order to control 
inflation. 

The Bureau of Labor Statistics has, in accordance with a special 
directive of the Congress, determined what it costs a working man’s 
family to live—the so-called City Workers Family Budget. In Boston, 
as of October 1950, a four-person family would have to pay between 
$750 and $800 per vear to rent and heat a five-room house or apart- 
ment which met recognized standards of adequacy. This was about 
20 percent of the total cost of the City Workers Family Budget in 
Boston. 

I cited before the Senate committee what happened in the area in 
which I lived as a boy when we had no rent controls during World 
War I. I lived in an area of three-decker, wooden houses, three 
families to a house. The average rental was $15 a month in the 
First World War, and by 1920 those $15 apartments were renting for 
$45, and it brought great economic distress to those people and again 
it was one of the great contributing factors to inflation. I saw those 
houses sell for approximately $12,000 and then before 1929 they were 
selling for $8,000, and in the depression those houses sold for $5,000, 
so anything that contributes to inflation, it is like a man going on a 
drunk. It is wonderful while he is on the dr unk, but it is aw ful the 
morning after with his big head. 

It affects not only the consumer; it likewise affects the producer and 
in the case of real estate, the owner of the property. We saw the 
direct effects following World War I. As a result of our lessons in 
World War I, we conducted a sounder economy in World War IT that 
enabled us to come into a much sounder economy in the postwar 
period. 

Farm after farm in World War I was exchanged for terrifically high 
prices because there was a guarantee of $2.40 for wheat. When wheat 
was permitted to fall to its market price in the postwar period, hun- 
dreds of farms in the early 1920’s were lost to the people who pur- 
chased them at those high prices. The same applied to businessmen 
in all lines of business over the country. The number of bankruptcies 
in 1920 was fabulous. All of that can be avoided, but in order to do 
it, we have to tackle every segment of the economy, real estate, farm, 
wage earners, producers, factories, merchants and all. 

Mr. McDonovucu. In your statement you cite—in not all of them, 
but some of them as outstanding examples as increases in rent since 
decontrol: Birmingham, Houston, and Los Angeles. I live in Los 
Angeles and we had quite a time with the Housing Expediter in 
decontrolling there, as you know. He resorted to every possible 
means to retain rent control and the Los Angeles City Council, was 
finally determined by the court to be the appropriate action. 

Since that time, your figures in the western region of the Department 
of Labor Statistics show that rents have not increased exorbitantly. 
As a matter of fact, they have increased only 6.1 percent from Novem- 
ber 15, 1950, to February 15, 1951. That perhaps is accountable for 
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the fact that many of the housing starts that you spoke about a mo- 
ment ago was in the Los Angeles area. We have had a heavier build- 
ing schedule than in any other part of the United States. 

My mail is running 6 to 1 against recontrol. Well, as a matter of 
fact, I have had very few letters from people asking for control at all. 
They seem to be satisfied with the rents they are paying. 

I would like to have you supply for the record, for my information, 
the detail of the increase in rents in the areas you recited and any other 
areas that your Department has made a survey and to show the aver- 
age increase in rent. I don’t mean to emphasize the maximum in- 
crease. That may be, that there are some cases where there has been 
100 percent increase in rent because the landlord didn’t like the tenant, 
not because he wanted that much rent. 

Do you. have such figures you could supply for the record? 

Secretary Topi. I have, Mr. Congressman. I think you might 
also be interested in what was happening to rents from 1940 through 
to date. Ihave a table along those lines right here. 

Your rent control went on in 1941 and then we can give you— 
roughly rents over the country have gone up 29 percent since the 
termination of the war. 

Mr. McDonoveu. 29 percent? 

Secretary Topin. Yes. 

(The information referred to is as follows:) 





Percent increase in consumers’ price index—Individual cities, all items and rents, 
June 1940 to March 1951 
































City Rent decontrol | Allitems | Rent 











United States average. part oasis He ire inlay hel tarolaitia wien inuasSib 83. 6 28.8 
Atlanta, Ga Sahn net 5 nel 190. 4 140, 4 
Baltimore, Md a : aki va s ate 87.7 30.5 
Birmingham, Ala ite : May 1950__.--- tS ; ad a 92.3 169.4 
PT PRONE So ban ok 5 winnie one , Ee a at ee NR 75.8 | 25.7 
SN EH ON nace basceen i State control ‘ ie i 278.7 298.9 
Chicago, Ml i ? DEE ENE , 86.5 36. 6 
Cincinnati, Ohio_....-._--- Bates Slebadimie ch dee tabitualen ae 86.6 | 21.6 
Cleveland, Ohio: +. ..5.-.--.<.:.- sin saad aE ee ee j 183.4 132.8 
Denver, Colo......--- BER a i Sera “ 285.5 49.2 
Detroit, Mich. --- Pe eS ; 85.3 227.9 
Houston, Tex.-.----- ceeds October 1949_ . ._- ie Sse 91.1 | 1 56.9 
Indianapolis, Ind. -- : ee ee casa i AEN 284.0 228.5 
EE Fc enim sonsne acne AGDG TONES os isis nn 90.0 46.3 
Kansas City, Mo------ aeeriks ; ye roe a intateus 278.1 238.8 
Los Angeles, Calif. .-._--- * ae December 1950_..._--.__-- ; ee 84,1 149.5 
Manchester, N. H.....-....-.---- isis sala tan ang cgecea i WL cee pii ne silent 279.7 224.5 
Memphis, Tenn_- Ee eee See caine Dik ign ai boeehe eles 89.5 46.6 
Milwaukee, Wis._.------ May 1950___. Pe SAE SN : 188.4 | 2 54.6 
Minneapolis, Minn----- SA PREPS SEA TB eRe eak a cae 81.7 | 33.7 
Mobile, Ala Toe Pea May 1050. .......... alee ala 83.4 | 35.0 
New Orleans, . Baines ; sanecklAghenenaw bee eaaene Ase Eee | 185.9 131.9 
New York, N, salen ih : State control eae rch bien 77.6 | 211.6 
PURBNES VO. cco ck cece 4 WENN DOORS ks sk ce Se 189.9 1 43.4 
Philadelphia, Pa.-..-.---- POE Pipe, Heme ers. prc esis a pinastaane eebine 87.1 | 1 22.3 
PIED. PG. waveunedsees AE SEP OP A AE IES? SPCR et 84.9 | 217.0 
Portland, Maine___---- : : one ivdaawenwa’ ah roe a | 7.0 
Portland, Oreg.__...-.----- 3 December 1950- ETRE pers Ea a ST 289. 1 236.1 
Richmond, Va.--.------- au if June 1950. ¥ RPA 282.5 244.5 
St. Louis, Mo. ; es Sarat rn ae R ; CSBP EIN } 86.1 26.3 
San Francisco, Calif. -- ; 88.5 27.2 
Savannah, Ga__- ..| March 1950- 287.7 51.2 
Scranton, Pa si 1 83.2 21.0 
Seattle, Wash ‘ 185.2 38.7 
Washington, D. C Virginia suburbs June 1950__._- ; 179.0 118.2 





1 February 1951 latest data available. 
2 January 1951 latest data available. 
Source: U. 8. Department of Labor, Bureau of Labor Statistics, May 15, 1951. 
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Mr. McDonoveu. That includes areas that are still under control, 
that are either decontrolled by the action of the legislature or have 
been decontrolled by the Housing Expediter, himself? 

Secretary Toprn. As I have been informed by the Bureau of Labor 
Statistics, it includes the over-all of the whole country. 

Mr. McDonovueu. Can you separate the figures—I think it would 
be much easier to read—the increase in rents in those areas where the 
Expediter decontrolled, himself? 

Secretary Tosrtn. Yes. 

Mr. McDonoven. I mean by the authority Congress gave him, he 
decontrolled, and then the areas where the State or city council, who- 
ever had authority, took appropriate action to decontrol? 

Secretary Torntn. Yes; I thought I had a table just along those 
lines with me and I can’t find it. ; 

Mr. McDonoucu. I mean to supply for the record. You don’t 
have to read it into the record. I mean supply it so we will have it 
for the record. 

Secretary Toxstn. I will pleased to supply it for the record. 

Mr. McDonovueu. In doing that, I think it would be well to show, 
not the exorbitant increases, but the average increases, because, as 
I say, there may be a lot of cases where I think you will readily admit 
that some landlords would want to get a tenant out and they boost 
the rent to get the tenant out. 

(The information requested is as follows:) 


INCREASES IN RESIDENTIAL RENTS IN NINE DECONTROLLED AREAS 


In nine areas (see table 1) where rents have been uncontrolled for from 2 to 18 
months, from 28 to 70 percent of all rental units have experienced rent increases, 
according to the United States Department of Labor’s Bureau of Labor Statistics. 
In seven of the cities more than one-half of all rental units have had increases and 
in three cities rents have been raised in more than two-thirds of the units. 

The cities are among the 34 large cities where samples of residential dwellings, 
carefully selected to represent all sections and types of structures in each area, are 
regularly surveyed by the Bureau of Labor Statistics for its Consumers’ Price 
Index. Average increases in rents over the period for all units (including those 
dwellings which had no rent changes) range from 4 percent in Mobile to 23 percent 
in Birmingham. Among the dwellings reporting rent increases, the average 
increase after decontrol varied from 17 percent in the Norfolk area to 35 percent in 
the Birmingham area. 

In every city the largest percentage increases in rents occurred among the 
dwellings which rented for less than $30 per month before decontrol. | (See table 1.) 
In five of the cities over two-thirds of the dwellings in this lowest rent group 
reported increases after decontrol, while in Birmingham and Savannah more than 
80 percent had increases. The average rise in rent for the units reporting increases 
in this group varied from 29 percent in Richmond and Savannah to over 50 per- 
cent in Jacksonville and Houston. 

Rent control for most cities became effective in 1942 and remained relatively 
rigid until mid-1947. The average rent increase for the 34 cities for the period 
September 1939 to mid-1947 was 7 percent. The advances among cities varied 
considerably, largely because rents increased much more rapidly in some cities 
than in others prior to the imposition of controls in mid-1942. Thus, rents in 
Birmingham, Mobile, Savannah, and Norfolk, all important defense centers with 
large war orders, rose 15 percent or more over this period. 
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Percent increase in rent, 34 large cities 


September 1939—-May 1942 

May 1942—June 1947 

eT SB ES EERE AREA SESE” Bre rtsh Ue tae ee OEE Me Meso Seekers ae 

June 1949-February 1951: 
Average of all cities 
Re RTA IN se oa eke oe or eee 3. 5 
CR 8 Er 8 Nga PE ly eR ee eR eee ARN 19. 8 


During the period mid-1947 to mid-1949, new construction was exempted from 
controls and landlord-tenant voluntary 15 percent increases were permitted under 
the Housing and Rent Acts of 1947 and 1948. Residential rents increased rapidly 
in this period by an additional 13.8 percent. 

Beginning in 1949, the Federal rent control legislation was further amended to 
permit area-wide decontrol, subject to appropriate action by the local community 
or the State, or when initiated by the Housing Expediter. When an area was 
decontrolled as a result of action by the Expediter, he could recontrol it if subse- 
quent rent rise justified such action. All of the nine areas included in the present 
survey were decontrolled by State or local action and, consequently, none is subject 
to recontrol under the present law. The average rise in rents since mid-1949 for 
the nine decontrolled cities was 19.8 percent. In contrast, the cities which re- 
mained under control rose an average of 3.5 percent. 


&847%—-§1—pt. 1-38 
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TABLE 2.—Increases in rents in 34 large cities under various stages of rent control 
as shown by Bureau of Labor Statistics rent indexes 





Date of 
decontrol 





Prewar to 
first major 
amendment 
in Rent Con- 
trol Act 2 
September 
1939 to mid- 
1947 


Rise in rents including effect of new housing in period ! 





Relaxation of rent controls 


Prewar to 
present 





Mid-1947 to 
mid-1949 


Mid-1949 to 
December 
1950-Feb- 
ruary 1951 


September 
1939 to De- 
cember 1950- 
February 1951 





Decontrolled cities: 
Birmingham 

Houston 

Jacksonville 

TM BUNGE» ccc conccues sn 
PROMO es iin si ckcks 
EES, 
Norfolk 
Richmond 
Savannah 


Average 
Controlled cities: 


Baltimore 


Chicago 
Cincinnati 


Indianapolis 
Kansas City 
Manchester 


Philadelphia 
ai 
Portland, Maine--_-_-.- 
Portland, Oreg.’_......---.. 
Bp A" ER RE ee 
San Francisco 

Scranton 

Seattle __ 

Washington 


y 25, 1950 
19, 1949 

5, 1949 
21, 1950 

5, 1949 
25, 1950 
23, 1950 
25, 1950 


Aug. 
Dec. 
Aug. 
May 
Mar. 
June 
| Mar. 





6, 1950 


Percent 
14. 
4a 
11.¢ 
6.6 


7 f 


‘f 
16. 


Percent 
19.0 
19. ¢ 
15. 
19. 
11. 
10. 


Crore Orb to 


Percent 
26. 
22. 
13. 
16. 


KNOoCONK Fe Ow 


Percent 
73. 





fr} 


~ ——— a) _ 


MW Oo PD oo WS i mI S90 


ROARED OOM DON AMOI Slo RRR Ie OO 





jj GO 


i} 
i} 
il 











Po? | CNN ROR Ht on ore Or Or 09 WO pH OO ED 
noo CNN ONWRKKOCUN HOO hee OAIDOK KD 








1 Based on rent indexes for the period 1940-49 revised to include the effect of new rental housing. 
indexes will be available shortly 


2 Federal rent control instituted beginning in June 1942. 
3 Decontrolled at the end of December 1950. 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


These 


No information available beyond Jan. 15, 1951. 





512 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 





TABLE 3.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Birmingham area, Alabama, decontrolled 
May 25, 1950 

DEC. 16, 1949, TO FEB. 15, 1951 











Average per- Units reporting rent increases 2 
en 
Rent group as of December 1949 (including | Were this per- Were higher by— 
changed and | centage of ali 
a | rental units = 
: | in the group Dollars Percent 
Bae fe CE ea 
SRSA Ais a AR esate teen 123 | 71 | 7 35 
Under $30_________. Sat eer 40 | 86 | 7 | 50 
$30 to $49.99_____ RR Pe IE SN NS oe Te LS | 10 | 41 | 10 25 
pee Wn ONO oe oi eo a a | 8 | 46 | il 18 





1 2 percent of all rental units reported decreases during this period, averaging $6 or 11 percent. 
Source: U. S. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


TABLE 4.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Houston area, Texas, decontrolled Oct. 19, 
1949 

AUG. 16, 1949, TO FEB, 15, 1956 





j 


| Thi s »pO i y ‘n j ¥ se 
| Average per- | Units reporting rent increases 


| cent increase |-————--—— ‘eae ene _ —_——— 
sand F | (ineluding lyr ps | Ww ‘ 
te as 1g ; | | Were this per- ore h biol 
Rent group as of beginning of period | changed and | ere this per-} ere higher by 


| centage of all 








unchanged |“ * i | : pera 
enti) | re ntal units ? : 

| } in the group | Dollars Percent 
ne) A elie sn allnd F PEG: Mpeaiebes ts nnn ae Sia ‘fae dhs ™ 
Total Edi kictpacereainen dea duiadimane nels Bee Pade | 115 | 55 | 12 | 38 
|__| ____ att 
Under $30___- Sides ied acle | 32 | 71 10 | 45 
$30 to $49.99_____._- NE ri Sn be IE 16 | 49 13 | 35 
NG UR oo cn cet eeheh canes 7 | 29 | 19 | 32 

— =. _ - ! —_ 

FEB. 16, 1950, TO FEB. 15, 1951 
| ne gt Ses iis Bs sf 
Total...c<i it as 0s sate Sms ena inanailenstaignoes tel | 24 | 22 16 | 23 
ENG 3 oe ae ee ae 23 | 35 14 64 
$30 to $49.99_____- Nee, 5 SAN SEE j 5 29 9 | 22 
Oar ene Oreb soo a See (3) | (4) (4) (4) 








1 2 percent of all rental units reported decreases during this period, averaging $7 or 15 percent. 
213 percent of all rental units reported decreases during this period, averaging $6 or 10 percent. a 
8 Less than 0.5 percent. : 

¢ Not shown because of the small number of units represented. 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Washington 75, D. C. 
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TaBLE 5.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Jacksonville area, Florida, decontrolled Aug. 
&, 1949 






JUNE 16, 1949, TO DEC. 15, 1949 








Units reporting rent increases 





a ; Average per- 






| cent change |—— 
Rent group as of beginning of period | anaes Were this per- Were higher by 
unchanged | C°Mtage of all 





rental units 
in the group Dollar Percent 






rents) 










Total , i 1+] 52 - 28 





Under $30 +24 67 - a7 
$30 to $49.99 +9 40 - 18 
$50 and over +6 21 22 27 





DEC. 16, 1949 TO DEC. 15, 1950 





Total 








Under $30 ‘ ' 39 
$30 to $49.99 +4 28 7 19 
$50 and over —1 ( (3) (3 





1 4 percent of all rental units reported decreases during this period averaging $5 or 10 percent. 
29 percent of all rental units reported decreases during this period, averaging $8 or 13 percent. 
3 Not shown because of small number of units represented. 





Cee Peete ee 
Rate Wares S Sa see 





a 





Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 
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TaBLeE 6.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Los Angeles City proper, California, decontrolled 
Dec. 21, 1950. 





FEB. 16, 1950, TO FEB, 15, 1951 












Inits ri ting rent increases 
Average per- ( porting rent increa 
cent increase ~ 

al ne + : . * . 
(ineluding | Were this per- Were higher by 
changed and | setae at . 
snihinsed centage orall 

santey rental units 

_ | in the group Dollar Percent 






Rent group as of February 1950 



















Total 110 | 54 | 10 25 


Under $30 ; 7 ¢ 2 
$30 to $49.99 18 68 10 26 
$50 and over : 7 










NOV. 16, 1950, TO FEB. 15, 1951 








Total : 29 47 10 23 









Under $30 aie 22 56 9 40 
$30 to $49.99 ‘eu P 15 61 9 23 
$50 and over ‘ ; 4} 27 li 16 





15> ercent ofall rental units reported decreases during this period averaging $11 or 14 percent. 
21 percent of all rental units reported decreases during this period averaging $5 or 7 percent. 






Source: U.S. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 
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TABLE 7.—Changes in residential rents for rental dwellings with kitchen facilities 
ran ty period since decontrol Milwaukee area, Wisconsin, decontrolled Aug. 
. FEB. 16, 1950, TO FEB. 15, 1951 





Units reporting rent increases 














Average per- 
cent increase 
Rent group as of February 1950 PE nano nm Were this per- Were higher by— 
unchanged centage of all 
rents) rental units 
_ in the group Dollars Percent 
, | ACRE Ee Sees ontelas wsdl ceidbweaainkalll 214 55 ll 24 
ig SURES Sheen Oaaraibendet e+ Sn Dee MBE PAN 22 60 9 37 
2 SERRATE a oe Sense: 15 55 10 26 
SE Si ican cu weicagkaamicennccnses 10 53 13 20 

















1 The date of Federal decontrol (Aug. 5, 19419) coincided with the beginning of Wisconsin State control 
which permitted rent increases up to 30 percent. During this period of State control from mid-1949 to 
Feb. 15, 1950, rents for all units in Milwaukee rose 12 percent, 60 percent of the rental units had increases 
averaging $8, or 20 percent. From mid-1949 to Feb. 15, 1951, including the period after State rent control 
was removed, the average increase in rent for all units was 28.7 percent. 

2 Less than 0.5 percent of all rental units reported decreases during this period. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


TABLE 8.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol Mobile, area Alabama, decontrolled May 26, 
1950 

DEC. 16, 1949, TO DEC. 15, 1950 





| 

| Jnits reporting rent increase; 
| Average per- Units reporting rent increases 
| cent increase |———_, ——_ 
| 


seme pone | Were this per-| Were higher by— 


| centage of all | 





Rent group as of December 1949 

















ar se Bee, Ee eae a naants Weir 
— | in the group Dollars Percent 

Be ATE ISAT POA, | SMEARS: Lag REGEN’ VAAN ec 
CO eo ge es 14) 28 | 6 24 
eet O00. ints Rocks 5. nasthgecbaeeres 16 | 51 5 38 
ee a oe 1 8 8 20 
$50 and over ce hain nicl poste aaah SRO Ae ; 2 oF ra ll 

| | 








1 Three percent of all rental units reported decreases during this period, averaging $6 or 12 percent. 
Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


TABLE 9.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Norfolk area, Virginia, decontrolled Mar. 23, 
1950 

FEB. 16, 1950, TO FEBP. 15, 1951 





; 
Average per- Units reporting rent increases 

















Sekt ne rin — 
Rent group as of February 1950 Pe mer: pn Were this per- Were higher by— 
unchanged perenn ihag i Rani EEE a Be ee 
rents) in the group Dollars Percent 

WWRoxiub GbGuieneiaaknendae BERD. 17 41 6 17 
Ce a . ae set 14 54 5 31 
| RET kia ‘ 4 30 6 15 
$50,and over chan latats kone alpen somite deaetan tei 3 37 7 11 

















1 2 percent of all rental units reported decreases during this period, averaging $7 or 12 percent. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 
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TABLE 10.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Richmond area, Virginia, decontrolled June 25, 


JAN. 16, 1950, TO JAN, 16, 1951 





Rent group as of January 1950 








Average per- 
eent increase 
(ineluding 
changed and 
unchanged 
rents) 


534 


Units reporting rent increases 





Were this per- 
centage of all 
rental units 

in the group 


60 


Were higher by— 





Dollars Percent 











74 
69 
35 











12 percent of all rental units reported decreases during this period, averaging $8 or 14 percent. 
Source: U. S. Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


TABLE 11.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Savannah area, Georgia, decontrolled Mar. 6, 


JAN, 16, 1950, TO JAN, 


15, 1951 
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14 percent of all rental units reported decreases during this period averaging $7 or 13 percent. 
2 Not shown because of the small number of units represented, 


Source: U. S, Department of Labor, Bureau of Labor Statistics, Washington 25, D. C. 


Mr. Mutrer. Surely you don’t mean a tenant who is disliked by 
his landlord at $10 a month, isn’t loved by him at $100 a month. If 
a landlord doesn’t like a tenant, he just evicts him where there is no 
rent control. 

Mr. McDonoveu. Eviction is a little more difficult sometimes. It 
is in California, anyway. 

There is another interesting thing I think you should know, Mr. 
Secretary. In the decontrol in Los Angeles which, during the period 
the action was taken in the city council, up until the time it was 
finally approved by the courts, that it was supposed to be a political 
issue, specially with those councilmen who voted to decontrol. There 
was a city election following that and of 10 of the councilmen who 
voted to decontrol, 9 were reelected and 1 had no opposition at all. 
He was nominated and went through the final election without any 
opposition, so all the worries on the part of those who thought de- 
control by the action of the council was a political action proved to 
the contrary. 

Secretary Tosrn. J would hope that this wouldn’t be treated as a 
political issue, but as a straight economic issue. 
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Mr. McDonoveu. I am using it as an aside to show that the 
council evidently responded to the desires of the people, not only those 
who owned property, but those who were renting at the time, because 
the tenants complained that their property was not maintained 
properly under rent control and as a result of decontrol much of the 
maintenance was put into effect and the tenants were satisfied to 
pay the small increase that has been effected. 

I appreciate the knowledge of the Secretary in the many angles 
that we have asked him questions today. He has been competent 
to answer them. 

Mr. GamsBie. Tomorrow is Tighe Woods’ day. 

Mr. McDonoveu. That is all. 

The CaarrmMan. Mr. McKinnon. 

Mr. McKinnon. I think all the questions I had have been answered. 
I want to compliment the Secretary on his good statement. I think 
the statements we have had from him have been more valuable than 
from any witness. I think he has done a good job. 

Mr. Mutrer. I can’t let the opportunity go by, whenever my good 
friend Jesse Wolcott starts talking about the lifeblood of the economy 
of the country without remarking that during World War II we had 
entrusted the lifeblood of our citizens to the President of the country, 
regardless of his politics; we are doing it again today; I think we can 
trust to him the lifeblood of the economy and know that he won’t 
wreck it. 

The CuHarrman. Mr. Secretary, we have taken you on an explora- 
tion far beyond the jurisdiction of your Department, but I think you 
have handled yourself very well and your testimony has been very 
able and very interesting. Iam sure that the committee appreciates 
the statements you have made and we hope to have you back here 
often for your counsel and advice. 

Secretary Torin. Thank you, Mr. Chairman. I want to say that 
I am very grateful to every member of the committee for their cour- 
tesy and it has been a pleasure to appear before the House Banking 
and Currency Committee. 

(Whereupon, at 5 p. m., the committee adjourned to meet at 10 a. 
m., Thursday, May 17, 1951.) 
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Hovus® or REPRESENTATIVES, 
4 CoMMITTEE ON BANKING AND CURRENCY, 
4 Washington, D. C. 
2 The committee met at 10 a.m., Hon. Brent Spence, chairman, 
x presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, 
q O’Brien, McKinnon, Addonizio, Dollinger, Bolling, Burton, Fugate, 
a Kluezynski, Wolcott, Gamble, Kilburn, Cole, McDonough, Buffett, 
4 and Betts. 
The Cuatrman. The committee will be in order. Mr. Woods is our 
a witness. I suggest that in order to expedite matters—we probably 
won’t be able to sit longer than 11 o’clock or a little after because the 
House convenes at 11 o'clock and I understand they will immediately 
read the agricultural appropriations bill under our 5-minute rule—that 























: Mr. Woods now read his paper, that he be permitted to read his state- 
2 ment without interruption and then he be subjected to interrogation. 
i Mr. Ktiuczynskr. Couldn’t Mr. Woods just file his prepared state- 
i ment and we could just ask questions? 

The CHarrman. | think we ought to hear his statement. 

4 Mr. Bouurna. I hesitate to take issue, but I would much prefer the 





statement be read. 
The CHarrMan. You proceed to read it then. That is regular 


procedure. 
STATEMENT OF TIGHE E. WOODS, HOUSING EXPEDITER 


Mr. Woops. The outbreak of the Korean conflict, and the mobiliza- 
tion program which we have been forced to undertake, make rent 
control a continuing national responsibility. The extension and 
strengthening of Federal rent control is vitally necessary in order to 
achieve over-all economic stabilization, to insure the production of 
materials for defense, and to protect military personnel from exorbi- 
tant rents during the present national emergency. 

Rent is a major item in the family budget. As Mr. Wilson and 
Mr. Johnston have already testified, there can be no stabilization of 
the cost of living, and hence no successful over-all stabilization, unless 
rents are stabilized. In the absence of controls, rents would rise on a 
broad front. The supply of rental housing is still inadequate. The 
1950 census reported a vacancy rate of only 1.1 percent for nonseasonal 
nondelapidated dwelling units offered for rent. In the course of hous- 
ing surveys in 100 cities during the last half of 1950, we contacted 
1,251 leading realtors and managers of apartment houses and projects. 
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They had 231,720 rental units under their management. - Less than 
two-thirds of 1 percent of these units were vacant. 

With so little vacant housing available the stage is set for a sharp 
rise in rents unless controls are continued and authority for recontrol 
is authorized. Rents have already begun to rise in some decontrolled 
cities. ‘The Bureau of Labor Statistics recently reported that: 

In nine areas where rents have been uncontrolled * * * from 28 to 70 
percent of all rental units have experienced rent increases * * * The aver- 
age rise in rents since mid-1949 for the nine decontrolled cities was 19.8 percent. 

In contrast, the cities which remained under control rose an average of 3.5 
percent. 

These surveys were made several months ago. In the months 
ahead, purchasing power will continue to expand as hours of work are 
increased and additional workers are drawn into the labor force. 
This cannot help but increase the pressure on rents. 

As Mr. Wilson and Mr. Small have already pointed out, authority 
to stabilize rents is also essential to the successful prosecution of our 
industrial expansion and military procurement programs. In addi- 
tion, as General Myers, Assistant Secretary for Air Stuart, and 
Mr. Small have testified, stabilization of rents is desperately needed 
to protect military personnel and their families in areas where training 
camps and bases are being reactivated or expanded. 

Exorbitant rents have been reported around many installations. 
Out of about 500 Army, Navy, and Air Force installations which are 
active or will be reactivated in the near future, almost half are located 
in areas which do not have rent control. The housing market areas 
surrounding many of the remaining installations include decontrolled 
communities. Many of the communities near these active installa- 
tions were decontrolled by local or State option and cannot be recon- 
trolled under the present law. 

The bill would add a new title IV-A on rent stabilization to the 
Defense Production Act of 1950. In general, title IV-A provides 
authority until June 30, 1953, to control rents for all housing and 
business accommodations when and where it is needed. This author- 
ity is to be administered through the Economic Stabilization Agency, 
which, under the direction of Mr. Wilson, Director of Defense Mobili- 
zation, will coordinate rent control with all other parts of the 
stabilization program. The bill repeals the present Housing and 
Rent Act and provides for the termination and liquidation of the 
affairs of the Office of the Housing Expediter. 

I should like to discuss the principal provisions of the new title 


IV-A. 
AUTHORITY TO ESTABLISH AND ADJUST MAXIMUM RENTS 


Authority is provided to establish maximum rents on all types 
of housing accommodations in any area where necessary in the interest 
of national defense, the mobilization effort, and the over-all stabiliza- 
tion program. Under the present law, rent control cannot be reestab- 
lished in any community which was decontrolled by local or State 
action no matter how much rents have increased since decontrol. 
Title [V—A permits, but does not require, recontrol of any decontrolled 
area. Authority is provided, as in the present law, to establish con- 
trols in areas which have never had it before. 
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Title IV-A would also permit, but does not require, the establish- 
ment of maximum rents for units newly constructed or converted 
since February 1, 1947. These units have been exempt under the 
resent law. The exemption was made at a time when we were 
aking forward to an early transition to a completely free rental 
market. Our mobilization program has reversed this trend. Pres- 
sures on rents resulting from our defense efforts will affect the rents 
for these hitherto exempt accommodations as well as the rents for 
all other accommodations in areas with a limited housing supply. 
There is no justification for these units to be exempt when we are 
striving to stabilize the entire economy. 

Hotels which are exempt under the present law would also be 
subject to rent control where necessary. Hotel rates rose substan- 
tially after control was removed. A survey we made in February of 
this year showed that daily rates for single occupancy were 48 percent 
higher than maximum rents at the time of decontrol. This was the 
average increase for 53,025 units in 334 hotels located in 183 cities in 
31 States, Alaska, and Puerto Rico. A successful stabilization pro- 
gram requires the authority to prevent further increases in hotel rates 
in Many communities. 

Under the bill, maximum rents in effect, immediately prior to the 
effective date of title [V—A will be continued. However, all necessary 
adjustments must be made to compensate landlords for increases in 
costs of operation and maintenance since the maximum rent date. 
Provision is also made for such further adjustments as may be neces- 
sary to remove hardship or to correct inequities. 

For those accommodations not under control, maximum rents may 
be established giving due consideration to the rents prevailing for 
such housing accommodations or comparable housing accommodations 
during the period from May 24 to June 24, 1950. ‘The bill continues 
the provision in the existing law that no individual rent adjustment 
shall be made unless the landlord certifies that he is providing and will 
continue to provide essential services to the tenant. It also continues 
the provision for landlord-tenant consultants to assist tenants and 
small landlords by informing them of the grounds under which rent 
adjustments may be obtained, by helping them in the filing of applica- 
tions for rent adjustments, and by providing them with any other 
necessary and appropriate information and services. 


CONTROL OF EVICTIONS 


As in the present law, title IV—A recognizes that eviction control is 
essential to effective rent control. The provisions for evictions in 
the present rent regulation would be continued. Under these pro- 
visions a tenant may be evicted on such grounds as nonpayment of 
rent, for committing a nuisance, for failure to fulfill an obligation of 
his tenancy, or for using the premises for an illegal or immoral purpose, 
and the landlord may recover possession for his own occupancy. 

The review of proposed evictions by rent-control offices is designed 
to prevent unwarranted evictions. Eviction threats may be used as a 
device to collect overceiling rents, as a means of restraining tenants 
from reporting violations or as retaliation immediately following a 
compliance action. The previous history of a case may disclose the 
underlying motive for the proposed eviction and the lack of such 
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knowledge by local courts makes review of the proceedings by the 
area rent office necessary. It should be noted that all eviction pro- 
ceedings are actually brought through local courts and that the area 
rent office intervenes only where eviction is not permitted under the 
rent regulation or the good faith of the landlord is in question. 

Most of the grounds for eviction require only that the landlord 
submit to the local rent office a duplicate of the eviction notice served 
on the tenant. However, in such cases as recovery of possession for 
owner occupancy, an eviction certificate must be obtained from the 
rent office before the landlord may commence court proceedings. 

Title [IV-A corrects a deficiency of the present eviction control 
authority. It makes any person who unlawfully evicts a tenant liable 
to the person so evicted for reasonable attorneys’ fees and costs, plus 
liquidated damages. ‘This is similar to the provisions in the present 
act for damages for unlawful overcharges. 


RECOVERY OF DAMAGES AND ENFORCEMENT 


Title IV-A contains provisions relating to prohibition, enforcement 
and recovery of damages for overcharges, which are substantially the 
same as those in the existing law except that, in addition, provision 
is made for criminal sanctions. Criminal sanctions are provided in 
the Defense Production Act of 1950 for violations of price ceilings. 
As in the case of violations of price ceilings, title IV-A provides for 
the certification to the Attorney General of all cases in which persons 
appear to be liable for punishment. The Attorney General has dis- 
cretion in bringing appropriate proceedings. 


PROTEST AND REVIEW PROCEDURE 


The bill provides for protests against regulations and orders with 
the right to file a complaint in the emergency court of appeals and 
ultimate review by the United States Supreme Court if relief is denied 
These provisions are similar to those contained in title 1V of the pres- 
ent Defense Production Act relating to price and wage stabilization. 


LOCAL ADVISORY BOARDS 


Provision for local advisory boards is continued. Under the bill, 
the recommendations of the boards are advisory only but they are to 
be carried into effect if they will effectuate the purposes of the act. 
The boards may make recommendations on control, decontrol, general 
and individual rent adjustments, or on any other phase of rent control. 

I should like to take this opportunity to pay tribute to the fine work 
being done by rent advisory boards throughout the country. These 
boards, composed of unpaid citizens of their communities, are devoting 
a great deal of their time to developing a better understanding of the 
law on the part of landlords and tenants alike, to arriving at just and 
equitable decisions in individual cases, and to improving the local ad- 
ministration of rent control. 

In the administration of a law like rent control, I believe it is of the 
utmost importance to secure the moderating influence of a group of 
local citizens. This is particularly true in dealing with individual 
cases of inequity that may arise because of peculiar local circumstances. 
I have therefore given the boards wide latitude to adapt our general 
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policies to the needs of local customs and conditions. By using com- 
mon sense in each individual case, they are able to achieve equity and 
justice for both landlord and tenant. Unless their recommendations 
are clearly capricious, arbitrary, or contrary to law, the decisions of 
the boards must be put into effect by area rent directors. 

Within the past 6 months alone, local rent advisory boards have 
considered 9,749 cases while they were being processed by area offices, 
and made recommendations on the disposition of the cases before the 
issuance of orders. In addition, during the same period rent advisory 
boards have passed on 8,422 formal appeals from landlords and 3,202 
formal appeals from tenants in cases previously decided by area 
offices. 

Of course I realize that there must be a limit to the amount of time 
which unpaid local citizens can give to the many and complex prob- 
lems which arise from day to day in the operation of rent control. 
However, their participation in the most difficult and controversial 
cases enables them to make practical policy recommendations on the 
handling of all cases in the area rent offices. These groups of local 
citizens serving without pay, have done a magnificent job in making 
rent control responsive to local conditions. 

In addition to their participation in the administration of rent 
control at the local level, the boards have been most helpful in recom- 
mending policy and procedural changes at the national level. On 
the basis of their experience in the administration of rent control and 
their intimate knowledge of local conditions, many of the boards have 
made recommendations for the extension and strengthening of rent 
control. Here is a typical recommendation. It came from the 
Pittsburgh Rent Advisory Board: 

On principle, we are opposed to controls, but due to this emergency we feel it 
should be broadened to include all rentals and further, we feel that if rents are 
controlled, that everything should be controlled, in fairness to all people. Under 
our plan of broadened rent control we are agreed that hotels, new housing, and 
rentals that were, for any reason decontrolled, should be brought back under 
control. This is especially important since there has been a freeze placed on 
wages, and a great influx of war workers in the Pittsburgh district. 


Here is another typical recommendation from a rent advisory board 
in a small town, DeRidder, La.: 


During our study and discussion of the local housing situation it was brought 
to our attention that certain types of housing accommodations, that is, those 
built since February 1, 1947, or resulting from conversions and commercial rents 
would not be subject to the Federal rent regulations. We understand why these 
newly constructed houses and conversions were omitted from the controls but it 
was the consensus of opinion that due to the national emergency that we now 
face that controls should cover all types of housing accommodations. Also we 
can clearly recall the complaints of the businessman whose business occupied a 
commercial rental during World War II that ‘the Government through price 
control controls our profits but permits our landlords to take our profits from us.” 
The Advisory Board is unanimous in this recommendation that you present to 
the Congress a request that the Housing and Rent Act of 1947 be amended to 
include all types of housing accommodations including hotels, sleeping rooms in 
private homes, tourist courts, etc., and that the Congress enact legislation that 
will control the rents on commercial rentals. 


DECONTROL 


The Administrator on his own initiative, or on recommendation of 
a local advisory board, is authorized to decontrol any rent control 
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area or portion thereof or any class of housing accommodations in any 
such area if control is no longer needed. 

Under the existing law, the Housing Expediter may decontrol areas 
or classes of accommodations on his own initiative or on recommenda- 
tion of advisory boards. State legislatures and local governing 
bodies are also permitted to decontrol. Under the existing law, 
where local option to decontrol has been exercised, the Housing 
Expediter may not recontrol. When the present rent control law 
was enacted, before Korea, these provisions were appropriate to 
achieve the decontrol objectives of the law. Today these provisions 
render the law wholly inadequate for the needs and objectives of our 
defense and stabilization programs during this crucial period. We 
could not carry out a national price and wage stabilization program 
if localities were permitted to remove controls at will, and the same 
is true of rent control. The administration of rent control must be 
guided by the over-all objectives of our national defense and stabil- 
ization programs and not by independent local determinations to 
remove controls. 

COMMERCIAL RENTS 


Title IV—A contains authority to control rents on business accom- 
modations. As Mr. Wilson and Mr. Johnston have said, the au- 
thority to control rents on business accommodations is necessary to 
fill a major gap in our existing powers to stabilize the economy and 
to prevent the businessman, particularly the small-business man, 
from being caught in the squeeze between controlled prices for the 
things he sells and increases costs due to rising rents. 

The Congress has declared in the preamble to title IV of the 
Defense Production Act that the authority to control prices should be 
exercises— 
in particular with full consideration and emphasis, so far as practicable, on the 
maintenance and furtherance of the American system of competitive enterprise, 
including independent small-business enterprises * * ¥*, 

Authority to protect small business against inflationary rent in- 
creases is essential to our carrying out this mandate. 

At the outbreak of World War II, the supply of business facilities 
for rent was relatively adequate in relation to the existing demand. 
But at the present time, notwithstanding recent high levels of com- 
mercial construction, the market for such facilities is extremely 
tight. In October 1941, for example, 15 percent of the space in 
office buildings was vacant, but that ratio was less than 3 percent in 
October 1950, according to the National Association of Building 
Owners and Managers. As you know, commercial construction is 
now under direct control and no substantial volume of new con- 
struction is in prospect. 

The most serious impact of unrestrained commercial rent increases 
falls on small business. The small-business man has only limited 
bargaining power to resist such increases and limited financial re- 
sources to meet them. Moreover, rent generally comprises a larger 
portion of business cost for small firms than for large ones. In 
many cases the small-business man’s rent is almost as large as his 
net profit. An increase in rent might well be of such proportion that 
it would wipe out his profits and force him to the wall. 
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A Treasury Department release dated September 22, 1950, contains 
a table showing corporate income and expenses in 1947 for different 
size businesses. The amount of rent paid by the group with the 
smallest assets—under $50,000—was 79 percent more than their 

rofit. This means that all of their profit would be wiped out if they 
had a 56 percent increase inrent. For example, a small-business man 
paying $100 a month for rent, would be getting a $56 monthly profit 
on all the money he has invested in his business. A 25 percent increase 
in rent would almost cut his profit in half and a 50 percent rent in- 
crease would just about wipe out all his profits. 

A recent report of the Senate Select Committee on Small Business 
showed that commercial rents increased 78.5 percent between 1940 
and 1950 in six large cities. The impact of further increases, while 
prices are controlled, would be extremely injurious to independent 
small business enterprises. The authority provided by the bill would 
permit the control of commercial rents whenever necessary to protect 
small-business men against unreasonable rent increases. 

Rent ceilings would be established at the rent in effect on an appro- 
priate date after the outbreak of hostilities in Korea. The bill also 
contains provisions for adjustments, eviction control, review, en- 
forcement, and advisory boards, similar to those relating to the control 
of rents of housing accommodations. After I had filed this instru- 
ment, Mr. Chairman, I received a report from the General Services 
Administration on how much more the Government is having to pay 
for office space since we began our national defense program. Now, 
T would say that the Government would be considered a very good 
tenant, pays the rent on time, no children, no fuss, they pay what the 
traffic will bear. 

The reports from their regional offices show that rents have gone 
up materially between June 1950 and May 1951. Here are some 
quotations from their reports: 

Baltimore, Md.: In Baltimore we have been paying about 13 percent higher 
than pre-Korean days for our new space and such information as we have on the 
asking prices for rentals beginning July 1 indicate that they will be about 13 
percent more than our current rentals. 


Detroit, Mich.: Average rentals increased 25.8 percent. Cleveland, Ohio, 28.2 
percent increase. 


This is a year, remember, gentlemen, 


Grand Rapids and Flint, Mich., 17.1 percent increase; Boston, Mass., last year 
we were able to effect new leases and lease extensions on existing occupancies at 
rates of around $2 to $2.25 per square foot, terms were from year to year. Three 
to 5 years were 30-day cancellation notices on part of the Government only. 

This year on new leases and lease extensions we are being asked $2.75 to $3.75 
per square foot. (This represents an increase of 38 to 67 percent), at least 
1 year’s firm lease, no renewals beyond 3 years and frequently for tax increase 
payments. 

ichmond, Va.: In Richmond we have been paying about 20 percent higher 
than pre-Korean days for our new space and such information as we have on the 
asking prices for rentals beginning July 1 indicate that they will be about 20 
percent more than our current rentals. 

District of Columbia: In the District of Columbia we are now paying 23 per- 
cent higher rates for good office space than in pre-Korean days. 

In the Dallas region, increases by cities as follows: Little Rock, 18 percent; 
Amarillo, 30 percent; Dallas, 14 percent; El Paso, 10 percent; Houston, 6.6 per- 
cent. 

The above are typical examples in larger cities. 

Increases in small towns on smaller areas of space, much larger percentagewise. 
Raises in rental rates in most large cities where this office holds large areas of 
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space under lease are prevented by lease terms. Otherwise increase in rental 
costs over pre-Korean conflict would be serious. Acquisition of new leases for 
emergency agencies further hindered by high rental rates demanded, which are 
evident increases over rates required prior to Korean action. 

New England region: In all localities, space is quite tight. New space acquisi- 
tions are mainly in second-class space. Frequently large remodeling jobs, which, 
of course, the Government pays for, are necessary to obtain workable office space. 
Obtaining expansion space for agencies presently in leased quarters is difficult. 


VETERANS’ PREFERENCE 


The bill provides for veterans’ preference in the purchase and rental 
of newly constructed and newly converted housing accommodations 
for a 30-day period. The President is authorized to administer these 
provisions and may delegate such authority to any officer or agency of 
the Government. The veterans’ preference provisions are similar to 
those contained in the present law which are now being administered 
by the Office of the Housing Expediter. In addition, the definition of 
veteran has been expanded to include all persons who are serving, or 
have since September 16, 1940, served in the active military or naval 
forces of the United States. This would include all those who served 
in Korea. The President is authorized to grant such exceptions to the 
preference provisions for persons engaged in national defense activities, 
or for hardship cases, as he may deem appropriate. 

This completes my review of the principal provisions of the bill 
relating to residential and commercial rent control. I want to empha- 
size that there is no contemplation of mass recontrol of the many de- 
controlled areas in the country. The establishment of controls would 
be ona highly selective basis for both residential and commercial rents. 

In establishing and continuing rent control, ample provision is 
made for adjusting rents to compensate for increased operating costs, 
to remove hardships and to correct inequities. 

Under the present law, adjustments have been made on such tradi- 
tional grounds as capital improvements, additional services or equip- 
ment, increased occupancy and rents below comparability. However, 
we have repeatedly liberalized the amount of adjustments and have 
simplified the procedures. For example, in the case of capital im- 
provements, the amount of adjustment consists of the full rental value 
of the improvement plus an extra allowance for increased costs. 

The extra allowance for increased costs of materials and labor going 
into the improvement has been adjusted upward several times as 
prices and wages advanced. Moreover, we have made it a lot simpler 
for landlords to get the increases to which they were entitled. ‘To 
illustrate, I should like to submit for the record these two petition 
forms. One was used in 1947 and the other is the one used today. 

Mr. Chairman, may I submit these forms for the record? 

The CuHairMAN. Yes. 

Mr. Woops. This long document in 1947 and this one as of today. 
In addition, we have made it possible for a landlord to obtain full 
compensation for increased operating costs. A simplified procedure 
for increased operating cost adjustments was developed and first 
placed in operation in the Chicago area in August 1950. It was 
designed particularly for small landlords who do not have adequate 
financial records and was placed in operation only in those areas 
where the local rent advisory boards felt it was necessary. Under this 
procedure, commonly referred to as the Chicago plan, landlords did 
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not have to file individual financial statements. Where the plan was 
adopted, the advisory board, on the basis of its knowledge of local 
conditions, decided how much rents needed to be increased in its 
community to compensate landlords generally for increased operating 
costs. 

Any landlord could then obtain the standard percentage adjustment 
recommended by the board less any previous adjustments which 
compensated him for increased costs. All he needed to do was to file 
a simple one-page form. I should like to submit this form for the 
record. I should also like to submit for the record the form for cost 
increases which was used in 1947. 

This is the present one and this is the 1947 form. 

The CuatrMan. They may be inserted in the record. 

(The forms referred to above are as follows:) 


83473—51—pt. 1—_—-34 





526 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


D-129A tes pomee 20 /' G raf / 
(8-80) UNITED STATES OF AMERICA 
OFFICE OF THE HOUSING EXPEDITER 
LANDLORD'S PETITION FOR RENT INCREASE 
BECAUSE OF INCREASED COSTS a 
{STAMP OF 1O8UINO C0718) eee 
The landlord must submit three (3) copies of this form to the Area Rent Office at the above address. He must 


fill out boxes 1, 2, 3, and 4, and sign and date box 6. If the maximum rent has changed since June 30, 1947, he 
must also fill out box 5. 








Es nna . Tae 3 — _ 








NUMBER NUMBER 
ann Street AND STREET 








City, Zong, City, Zone, 


a AND STATE _| a4 AND STATE 


I REQUEST AN INCREASE IN THE PRESENT MAXIMUM RENT TO COMPENSATE FOR INCREASED COSsTs. 














3. Enter the maximum rent on June 30, 1947: 4. Enter 115% of the figure you entered in box 3: 


$ per 








(Week) (Month) 


5. If the maximum rent has changed since June 30, 1947, 
you must also show the present maximum rent here: $ per 











(Week) (Month) 
———_—_——— 





6. CERTIFICATION: 

~ I HEREBY CERTIFY that the information supplied by me on this petition is true and correct and that the 
dwelling unit covered by this petition is being supplied with all services, furniture, furnishings, and equip- 
ment required by the regulation, and I will continue to maintain such services, furniture, furnishings, and 
equipment so long as the rent increase ordered as a result of this petition continues in effect. 








(Date) (Signature of Landlord) 
It is not necessary that this petition be sworn to, but any false statement may result in a reduction of the 
rent and may subject the landlord to the penalties provided by law. 


NOTICE TO LANDLORD AND TENANT 


The maximum rent is not increased until the Area Rent 
Office stamps an Order of Approval in the adjacent box. 
If approved, stamped copies of this form will be mailed 
by the Area Rent Office to both landlord and tenant. 
Approval of the rent increase is based upon the state- 
ments made by the landlord in this petition and is 
subject to review at any time by the Area Rent Office. 
The rent increase may be modified or revoked in whole 
or in part, retroactively if warranted, if any of the 
statements in this petition are not true. 

If the tenant believes that any of the statements in this 
petition are not true, he may, within 15 days after the 
effective date of the rent increase, file with the Area 
Rent Office a written request for revocation or modifica- 
tion of the rent increase, giving his supporting facts 
and evidence. In such cases the tenant must give or 
mail a copy of his request to the landlord within 7 days 
after he has filed it with the Area Rent Office. 

Within 7 days after he has received his copy of the 
tenant’s request for review, the landlord may submit 
in writing to the Area Rent Office any response which 
he desires to make. 
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STAMP OF issu 


3 OFFICE 
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MAILING ADORESS OF LANOLORD 
(PLEASE TYPE OR PRINT) 


Be IU ME IO sg cb essen sca cose nbntcccducadececnspesushceccstinendguntebiaacs 
I ceecedincaplesinnsninescscctcinigaeknenpasscipeappastincine 

3. Name of Agent ............... 
4. Address mail to} ...... 








NAME 








tel yh ss 3 © ons oF 
RLGULAT 


MAX.MUM RENT 
DATE 








MAILING ADORESS OF REAR 
EASE TYPE OR PRINT 





NAME OF TENANT ........ 


ADDRESS 





CITY AND STATE 








HOW TO FILL OUT THE PETITION 


1, This form is the Mase for to be esnd fos esting 
in the Sensd ius hpusipe Snemmmataies oii: then ter 


a 
It is NOT USED for (a) requesting an increase in the mammum 
rent due to substantial pS peg resulting from an ee 
——— in ores tl Oe tazes (section 5 (a) (12) of 
lation). Se i petiiong av to de 
ation) uc are to pre) 

‘s Petition for Sdvetngat of Rent—Substantial Hardship 
from Increase in Property T: —_ or Operating Costs’; (b) re- 
questing a security deposit. Such — are to be prepared 
on Form D-56 “Landlord's Petition Security Deposit’; (c) re- 

questing an increase in the an rent for a room or rooms 


a 


Attach your copy of the tion statement to one copy 
of this petition. Your copy of the registration statement will be 
soureed to apa a the Rent ages makes a decision on your 
petition, and a d n the M Rent ordered by 
the Rent Shecetes will be noted thesoes. 





. Give all the information requested on pages 1, 2, 3, and 4 that 


applies to the ground upon which your petition is based, and to 
the housing accommodations. 


. If you seek an increase in rent for more than one rental unit and 


rely on the same grounds and facts for all the units, you should 
submit a single petition in duplicate, listing on a separate page 
for eaca unit the information required in the petiton including 


within a hotel or rooming Ler Such petitions are to be pre- 

ed ont Form D-6 “’ 's Petition for Adjustment of Reat— items . ttach a copy of this information 
Fotels and Rooming to each copy of your pettion. If you do not rely on the same 
grounds and facts for each rental unit, you must ble separate 


petitions for each unit. 


7. If the petitioner is a corporation, the petition should be signed 
by a duly authorized officer. 


2. Mill out the petition in DUPLICATE and return to the Area Rent 
Otfice at the address stamped in the above right-hand corner. 


3._Do not write in the space entitled “Tenant's Statement’ on page 4. 





NOTICE TO TENANT 


This petition was filed by your landlord. It requests us to take action involving the housing accommodations described herein. You 
may jon dn to this office any information you wish in connection with this matter. Use the space on page 4 headed "Tenant's Statement.” 
Sign and date your statement in the space provided and return to this office within Sdavs. Your failure to return the petition with your signed 
statement will result in the entry of an order upon the basis of the facts available to the Rent Director 





INTORMATION TO BE FURNISHED BY PETITIONER 





STREET AND No. APARTMENT No 


A rent increase is requested 
SS eee = (see in- 
struction 6 above) 


see serene 
Thoms Ce Jose tents 
; Indicate present occupancy (Check (y) one) 

Rent now received ix: 


Ea Tenant ee Vacant 4 Owner occupied 
AMOUNT 


If accommodations are now rented, check (y) whether reated $ 
= Based on the facts stated within, I request that the reat for the 
accommodations be adjusted to 


AMOUNT PER (WEEK. MONTH OTHER) 
$ 





Was a Registration Statement for these accommodations filed 
with the Area Rent Office? 
[| 


& ed 
PER (WEEK, MONTH. OTHER) 








The Maximum Rent is: 
AMOUNT 








PER (WEEK. MONTH. OTHER) 











[__] Writen tease [] Ora! agreement 

















528 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


THE ONLY GROUNDS ON WHICH THE RENT MAY BE INCREASED ARE STATED IN ITEDS 1 TO 14 BPLOW 
Check (y) the item which applies to your case 





The 4 hy Hall 





peated napsnebe ee sagce ae! print tepammmay 
i tho tenant with when edlatiently extn’: 





changed by a 
MAJOR CAPITAL TMPROVEMENT. This 
was made on or after the EFFECTIVE DATE of the Regulation. 
The improvement was more than ordinary repair, replacement, 
or maintenance, On page 4 under “Landlord's Statement,” 
state the nature and extent of the improvement as well as the 
date completed and cost thereof. 





a. On or prior to the Maximum Rent Date the housing 
@- ions were subst: lly changed by a major 
capital improvement and the rent on the maximum rent date 
was tized by a lease or other rental agreement which was in 
effect at the time of the change. 





Date of improvement .. 
Cost of improvement ......... . 


b. On or prior to the Maximum Rent Date there was a sub- 

stantal increase in the services, furniture, furnishings, or 
equipment, and the rent on the maximum rent date was fized 
by a lease or other rental agreement which was in effect at 
the time of the change. 


Date of change _..... 





c. Under “Landlord's Statement” on page 4 state the nature 
and extent of the Major Capital Improvement or change 
in services, furniture, furnishings, or equip ge 
Rent Director a clear description of the impr t 
change. In case of improvement state whether the pally 
added a new feature or was an improvement to existing facili- 
ties. In case of a change in services, etc., list added services, 
furniture, furnishings, or equipment. 











@) NAME 











CITY AND STATE 








Under “Landlord's Statement’ on page 4 describe the rela- 
tionship. Explain why this relationship affected the rent. 





A written lease in force om the Maximum Rent Date 

| | camels sameeee meer ieiepaaenany eioedinaiog 

accommodations on that date. This lease was for 

a term commencing 1 year or more before the Maximum Rent 

Date (ar the accommodations were rented during the 2 months 

ending on the Maximum Rent Date and the rent was similarly 
fized by a written lease). 





NOTE.—If Item No. $ is checked, give the following informatica: 





a| The first rent charged after the lease expired: 
AMOUNT PER (WEEK. MONTH. OTHER) 








visions in detail under “Landlord's Statement” on page 4. 








d. If box “a” or “b” of Item No. 2 is checked, submit a copy of 
the lease, or rental agreement, with your petition; or describe 
its terms in detail under “Landlord's Statement’ on page 4. 





The services, furniture, fi hings, or eq 

vided with the accommodations have been eaten 
increased. This increase occurred after the date or order 
d ining the M Rent. 











NOTE.—If Item No. 3 is checked, give the following information: 


Yes NO 
a| } | Dia tenant consent to the increase? 
| Dute of the increase 


ec} | Cost of providing increase 


The rent on the date determining the Maximum Rent was 

established by a lease or other-rental agreement. This 
lease provided for a higher rent at other periods during the 
term of the lease or agreement. 


NOTE.—Hi Iter: No. 6 is checked, give the kuillowing information: 
t (give dates): 


| 








@| Term of reatal agr 
FROM— 











b Posted of igher vest tyive dete: 
| FROM— 


| 
Panes 

Rent for period of higher rent: 
| AMOUNT PER (WEEK, MONTH, OTHER) 
#8 
e| Submit a copy of lease with this petition, or descsibe its pro- 
| visions in detail under “Landlord's Statement” om page 4. 

















d Under * ‘Landlord’ . Statement” on page 4 describe clearly 
| the nature = extent of the increase in services, furniture, 
| equpment State whether new or used turni- 

ture, etc., fone whether the increase was an addition or 
| replacement. 





a! 





A blood, personal, or other special relationship existed 
between the landlord and tenant on the date deter- 
mining the Maximum Rent. As a result the rent on that date 
was subsiantially lowes than the reat generally prevailing on 
the Maximum Rent Date for 








The rent on the date di the Mi Rent was 
substantially lower thau at other times of the year because 
of seasonal demand or seasonal variations in rent for such ac- 
ations. 
NOTE.—If Item No. 7 is checked, give the following information 
under “Landlord's Statement” on page 4: 


each month of the year preceding the Maximam 
Rent Date. 














ito enero 








ere 
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A substantial increase in the number of sublesants 
or other persons the 
under @ @ rental agreement with the tenant. 








A substantial increase in the number of occupants in 
excess of norma! occupancy for this class of accom- 
modctions on the Moxinum Rent Date. 


An increase in the einai of persons occupying the 

accommodations over the number contemplated by 
the rental agreement in effect on the date determining the 
Maximum Rent. On that date the landlord had a regular 
practice of charging different rates for different numbers of 
ee 
State eaneks of ecainiie. con- 
templated by rental egresment, 


"| numeeR OF PERSONS 


NOTE.—Ilf Item 8 (a) is checked, give the following infor- 
maton: 

Number of subtenants 
on Maximum Rent Date: 





Present number 
of subtenants: 


NOTE.—If Item 8 (b) or (c) is checked give the following 


information: 





Present number 
of occupants: 


Number of occupants 
on Maximum Rent Date: 








rent fos 
terially affected by 


The rent on the date d ining the 
the housing i was 
peculiar circumstances. ag ce ip aps peamirover ded 
lower than the reat generally prevailing | in the defense-rental 

area for le housing 











NOTE.—Ii Item 1! is checked, give the following information con- 
corning the tenant the dati on the date 
d ing the Mazi Rent. 














PRESENT ADORESS—No. AND STREET 





CITY AND STATE 





Under “Landlord's Statement’ on page 4 state in detail al) the 
facts which affected the rent on the date determining the Max- 
imum Rent. 





For adjustments under section 5 (a) (12) (Substantial Hcrdship 
From Increase in Property Taxes or Operating Costs) use Form 














On the date det ing the M Rent the housing 
ae di were P ly exempt from ‘real 
estate taxes, the landlord was passiiig the benetit of this tax 
exemption on to the tenant, and as a result the rent on that 
date was substantially lower than the rent generally prevail- 
ing in the defense restal area for comparable housing ac- 

dati on the h Rent Date. 





NOTE.—Ii Item 9 is checked, give the pnnday isiormaticn: 


Date « on “which tax exemption expired: 


! ‘Amount of yearly taxes now levied: 











The Maximum Rent for the housing accommodations is 

established under section 4 (f) (priority constructed hous- 
ing) the application for priority rating for the construction of the 
housing accommodations was filed on the September 1941 form 
in use by the Office of Production Management prior to the re- 
vision of this form on December 15, 1941, the landlord did not 
make prior to the maximum rent date or if the accommoda- 
tions were not rented on that date, prior to the first renting of 
the accommodations after that date, a written request to the 
appropriate agency of the United States to approve a higher 
rent than the rent initially approved, because of increased 
cost of construction, and the maximum rent for the 


The housing accommodations were rented to an employee 

of the landlord both on the dated g the M 
Rent and at the time the Order under section S| (a) Q3) of the 
regulation is issued. However, alter the date determining the 
Maximum Rent but prior to the effective date of the regulation, 
the landlord and tenant agreed, as a result of a continuous 
process of b on lated matters upon a wage 
increase and a rent increase, and the wage increase agreed 
upon has been put into effect. 











NOTE.—Under “Landlord's Statement, “ on page 4, state briefly 
the provisi of the ing the wage increase 
and “the rent increase ‘including the date the wage increase 
became effective. 








The accommodations are located in a resort community 
and are primarily adapted to pancy on a 





| basis. The accommodations cre also vacant 





The accommodations were built under a single priority 
rating or under specific authorisation obtained fom an 
agency of the United States, and an agency af the United States 
approved the lnitial rent for the accommodations. Before all 
were pleted but after one or more of 





the 
them had been rented, the landlord made a written request to 





dations is substantially lower than the rent generally prevail- 
ing in the defense rental area for comparable accommoda- 
tions on the maximum rent date, giving due c d 


| the appropriate agency of the United States to approve a higher 
rent than initially approved because of increased construction 
costs. Such agency granted the request. 





to general increases in cost of construction, if any, in the de- 
fense-rental area, since the maximum rent date. 
| NOTE —This provision applies only to housing accommoda- 
| tions which were first rented prior to March 29, 1944. If 
| Item 10 is checked, enclose a copy of the priority application 
under which the housing d were 





NOTE.—lIf Item 15 is checked, give the following information: 








| The priority rating number or project 


| serial number absigned ‘* By applica- 
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LANDLORD’S STATEMENT 


STATE HERE ALL ADDITIONAL FACTS IN SUPPORT OF YOUR REQUEST FOR ADJUSTMENT. Give the Rent Director a clear understanding 
of the facts upon which your petition is based. SIGN and DATE this petition in the space below. If more space is needed, attach 


additional pages. 





YOU MAY NOT DEMAND OR RECEIVE MORE THAN THE MAXIMUM RENT UNTIL IT IS CHANGED BY ORDER OF THE 
RENT DIRECTOR 


SIGNATURE OF LANDLORO 





The Rent Director may show this petition | °AT= 
to your tenant. This petition need not be 
sworn to, but false statements may subject 
you to the penalties provided by law. 








TENANT’S STATEMENT 
I hove read the Landlord's Petition and I wish to make the following statement: 





DATE | SIGNATURE OF TENANT 


Tt is not necessary that this statement be 
sworn to but false statements may subject 
you to the penalties provided by law. 





©. 9%. GOVERNMENT Parntin. OFFICE 1o- 4455-3 
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Form approved. 
Budget Bureau No. 68-R652. 


UNITED STATES OF AMERICA 
OFFICE OF THE HOUSING EXPEDITER 


LANDLORD'S PETITION FOR ADJUSTMENT OF RENT 
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/¢sd 





STAMP OF ISSUING OFFICE 








MAXIMUM RENT DATE DOCKET NO. 


H- 





L. 


LANDLORD'S 


TENANT'S 
Name 





NAME 


NUMBER 
anp Sraest 





City, Zone, 
ano STATS 





Tet. 
No. 








Noumser 
AND STREET 


City, Zong, 
AND STATE 


Apt. No. om 
Location tN BUILDING -..-.......- 








“Such as ist floor front, No. SB. ete.) 





3. The present maximum rent for the dwelling unit is: 


4.! request that the present maximum rent be changed to: 


$ SS eS 





? per 
(Month. week, other) 


“(Month, week, other) 








FOR OFFICE USE ONLY—DO 


NOT WRITE IN THIS SPACE 





MAXIMUM RENT PRIOR 
TO ACTION 


MAXIMUM RENT 
RECOMMENDED EXAMINER 








per 








per 











INSTRUCTIONS TO LANDLORD 


. Fill out four copies of this form for each dwelling 
unit on which you request a rent increase. Fill 
out boxes 1 to 6 and sign and date box 7. (See re- 
verse side for boxes 5, 6, and 7.) If you wish 
to attach any other papers in support of your 
petition, make two copies of them. 

. Mail or deliver to the Rent Office at the above 
address three copies of this petition, and one copy 
of any attachments. , 

. Mail or deliver to your tenant one copy of this 
petition and any attachments. 

. If your tenant makes an answer to your petition, 
you have 7 days in which to reply, if you desire. 
Mail or deliver one copy of your reply to the Rent 
Office, and put in it all the information given in 
box 2 of this form. You do not have to give a 
copy of your reply to your tenant. 








. INSTRUCTIONS TO TENANT 
If you want to answer your landlord's petition, 
you must do so within 7 days. Put all your facts 
in a letter to the Rent Office, and mail or deliver 
a copy of it to your landlord. Put in your letter 
all the information given in box 2 of this form, 
and tell how you gave a copy to your landlord. _ 





The Rent Office will enter an appropriate order in this box, and 
mail copies of this form to both landlord and tenant. THE 
RENT MAY NOT BE INCREASED UNLESS AND UNTIL 
THE RENT OFFICE COMPLETES THE APPROVAL 
ORDER. 





ORDER OF APPROVAL 
The maximum rent for the dwelling unit described in box 2 
is changed under section 5a 
of the rent regulation, effective 


from $ per 


to$ per 


Issued eeencencoencececenssccmnsenesseesesceses 
an mailed (Area Rent Director) 








ORDER OF DENIAL 
The rent director has found that the evidence does 
not justify the requested rent increase. This peti- 
tion is therefore denied. 





Issued 


and mailed (Area Rent Director) 
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GROUNDS FOR INCREASING THE MAXIMUM RENT 
Check (Vv) the box and fill in the blanks which apply to your case 





I have not been compensated by leases or rent My rent is substantially less than that charged 
adjustments for increases in the cost of operat- for comparable units on the maximum rent date. 
ing and maintaining the building. 
I have made a major improvement to the dwell- My tenant has increased the number of sub- 
ing unit which is more than ordinary repair and tenants or roomers in the dwelling unit. 
maintenance. 
Show the date the improvement was completed | State the present number of subtenants: —............. 


.. and its cost: $ State the number on the date determining the maxi- 





“(Month and year) 


Describe the faarevenent fully in box 6. mum rent: __..... 





I have ‘asiieniail the services, furniture, fur- The number of people living in the dwelling unit 
nishings, or equipment provided with the dwell- has increased, so that there are now more than 
ing unit. normally occupy such.a unit. 





State date of increase ia State the present number of occupants: ~.................. 


. (Month and year) 
and its cost: $....--------.-----------+ State the number on the date determining the maxi- 


Describe clearly in box 6 the nature and extent of | mum rent: 
the increase. State whether new or used furniture, 


etc., and whether the increase was an addition or OTHER GROUNDS: Lamasking for more rent 
replacement. 

on some other ground of 
Did tenant consent to the increase? [] Yes [J No | the Rent Regulation. Describe the facts fully in 
If not, state in box 6 why the increase was made with- | box 6. (NoTE.—Special forms for a fair net operat- 
out the tenant’s consent. ing income are available at the Rent Office. 














6. LANDLORD'S STATEMENT 
After you finish box 5 above, show here all the additional facts you want the Rent Office to consider. 





aa LANDLORD'S CERTIFICATION 


I HEREBY CERTIFY that: (1) The information supplied by me in this petition is true and correct, and (2) I am main- 
taining all services, furniture, furnishings, and equipment required by che Rent Regulations, and will continue to maintain 
such services, furniture, furnishings, and equipment so long as any adjustmentgranted under this petition continues in effect 

I FURTHER CERTIFY that on ....... pai caceeeseeeseseeeeeeee 1 mailed or delivered a copy of this petition, and any 
attachments, to my tenant. 


(Date) (Signature of landlord) 








it is mot necessary thet this petition be sworn to, but any false statement may result in the denial of your ontive petition and may subject you to the 
penalties provided by law. US. GOVERNMENT PRINTING OFFICE 1¥51--O-916748 
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STAMP OF ISSUING OFFICE 





ora Poav FORM APPROVED « 
(mer) D-SBA BUDGET BUREAU HO. O8-Ri7A7 


UNITED STATRS OF AMERICA 

OFFICR OF TRMPORARY CONTROLS 

OFFICE OF PRICE ADMINISTRATION 
LANDLORD’S PETITION FOR 

* ADJUSTMENT OF RENT 

UNDER HOUSING REGULATION ONLY 

DO NOT WRITE IN SPACE WITHIN HEAVY LINES 
SUBSTANTIAL HARDSHIP FROM INCREASE IN SYPeCTIVS pats OF MAXiuUS ROT Bats DOCKET sussm 
PROPERTY TAXES OR OPERATING COSTS RBOULATION 
BEFORE FILLING IN THIS FORM READ INSTRUCTJON FORM D-@0A 


Use this form only as a petition for adjustment of rest IDENTITY OF PETITIONER AND OF PROPERTY 
where the following statement applies: and if the dvellingitiue op Lasstom apenas svaom 























accommodations are subject tothe Keat Regulation for lious- 


1m. 

* PETITIONER'S STATEMENT 

Substantial hardship as resulted from a decrease in the 
net income (before interest) of the property for the cur 
rent year as compared with the representative base periodiciey, postal ou® BUMBER, STATE 
due to an unavoidable increase in property taxes or opera- 











ti coats. 
1 |Addrees (es) of property concerned in petition: I am (check (V) one) 
(]ovwm CJ Laesss 


CJ OTEBR (Specify) 














Was a Registration Statemeat for 1s «80 
these accommodations seat to the 
Rent Director? Oo O 


NOTE: If the landlord's copy of the Registration State— 
mt wae returned to you, attach it to one of 
the petitions you send to the Rent Director. 





























PROPERTY RECORD 
value of property c 


bi Type of construction 


date acquired 





Dd J 


TWO BASE YEAKS ~— Inthe "Statement of Income and Expense" on Page 2 of this form, the two base years may be any two 
consecutive years since January 1, 193) andprior to the "Current Year“ which are representative of the property's 
sormal operation. The two base years mst be calendar years unless you keep your records on a fiscal year basis. 

If you show fiscal years in Colums (b) and (c) on Page 2, state the ending date of your fiscal year. 











(Month) (Bey) 
Enter in the headings of Colume (b) and (c) on Page 2, the year for which informatien is given. 


c YRAR ~ The landlord must select one of the following periods for his"Curreat Year" Coloma (4) oa Page = 
(1) His most recent full calendar or fiscal year or say twelve calendar moaths eading sot, more thas 9) daye 
prior to the filing of this petition. The ent Tear" in all cases aust begin on or after the maxiaus rent 
date. If allowance is requested for increases in payroll or property taxes aot fully reflected in the “Curreat 
Year" as defined above, at least one calendar apnth must have ey between the end of the currest year aad 
the beginning of the month in which the petition is filed. Chec below to show the period selected 








| Most recent calemdar or fiscal year ending (2[_] alve Calendar months ending aot core than 90 day. 
Prior to e petition. 


These 12 calendar moaths ended: 








(Month) (Bay) (Tear) (Month (Bey) 











YOU MAY NOT DEMAND OR RECEIVE MORE THAN THE PRESENT MAXIMUM RENT 
UNTIL IT IS CHANGED BY ORDER OF THE RENT DIRECTOR 
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STATFMENT OF INCOME AND EXPENSE 





If this = is for a property with eore than nies » im) @velling units, you aust submit in place of Items 1 


te i your operati: statements prepared i manner in which they are ordinarily prepared. These 
statements ust be for the property for arte a vont pe 4 ie asked is thie petition. 





TWO BASE TEARS 





Sie 1c. 
fa) te 


INCOME 








Rent Income — Dwelling Unite 





Rent Income - Commercial Units (Kaplain 








Other Income (Explain 





) 





TOTAL INCOME (Items 1, 2, and 3) 





EXPENSE 





Puel 








Utilities 





Payroll 





Materials and Supplies 





Brterior Painting 





Interior Painting and Decorating 





Other Repairs (Explain on separate sheet of paper 
filed ia duplicate) 





Depreciation 





Taxes (Racloding income taxes) 





Insurance 





Other Expenses (Excl interest) on ee 
rate sheet of paper filed in eee iil 





TOTAL EXPENSE 
(Before Interest) (Items 5 to 15, inclusive) 





i? NET INCOME 
(Before Interest) (Iten 4 less Item 14) 


worg: (1) If a panticular has increased gudstastially for the cerrest year give reasens for the iscrease 
on « separate filed in dwlicate. 




















OPA PORM D-S84 (8-47) PACE 3 
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PRESENT OCCUPANCY AND RENT STATEMENT 


is seeded for this record use paper of this same size, copy the heading shown below, andcontinue the 
of 


If more space 
record. Attach s copy of each of these additional sheets to each your petition. 





APARTMENT onecn tv) 
" WANE OF PRESENT OCCUPANT PRESENT maxtMum | requested 
ENT aT ENT PER PER 


ey (laclude laedlord occupied saits. R R R 
OF UNIT Write *Vacaat® if usoccupied.) : wonts wees 


Are any of the ao abies occupants the ves wo |Fave any of the above rents been 
landiord, members of his family, oO Oo ohenget iene che ® beginning of 
the "Current Year" 


or pm = Mowe of the property? 
If "Yes" is checked, explain below giving the date of each 


If "Yes" is checked, list names and relationship below. change. 


OPA FORWY D-SBA (3-47) PACE 3 
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DATA SHOWING INCREASED PAYROLL OR PROPERTY TAXES 

Beter data under. Property Taree and Monthly Income, Payroll, and Baployment only if an allowance is requested for 
iacreascs jin payroll or property taxes not fully reflected in the current year. 

’ PROPERTY TAXES 

Eater below the assessments and the to rates on both real andpersonal property for the test-month and for the 

current year. If more than one assessment or tax rate was in effect during the current year show the assessments 

and rates for each period. Purther, squeal (1) the taxing eathority and (2) separate state, county, and local taxes when 

such taxes are assessed separately. 





TAX RATE 
TAXING AUTHORITY ASSESSMENT PER $1, 000 


MONTHLY INCOME, PAYROLL, AND EMPLOYMENT 


Landlords filing petitions under Section %{a) (12) of the Housing Regulation are not required to give 
infotmatios on the monthly income (Column (b) below.) 


TOTAL INCOME PAYPOLL ddan 
t 


(b) te) 


preceting fais 

of “Sas - 

Payroll means total payroll less salaries of owners or corporate officers. 

= employees isclude all those employed os « permanest basis, and paid weekly or by any period longer than 
= 


nave employees iaclode all those employed for ous jobe, aad paid either by the hour or for the particular 
The average number of extra eaployees my be conputed by Gividing the sumber of working days in the aonth 
the total mae-daye worked by extra pom tom ty 





CERTIFICATION 


I CERTIPT that the isformation costaised is this petitions ie tree aed correct. 





Date oF PETITION SIGNATURE OF LAFDLORE (Where Petitioner ip @ sorporation, 
; te. é éul thors 
It is not necessary that this Petition pe a should Be signed by « duly suthoriaed 
be sworn to, but false statements any 
subject you to the penalties provided 
by lew. 
@Pa FOR B-GeA (B47) PAGE 4. 
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INSTRUCTIONS FOR OPA FORM D-S8A 


LANDLORD'S PETITION FOR ADJUSTMENT 
OF RENT UNDER HOUSING REGULATION ONLY 
Substantial Hardship from Increase in Property Taxes of Operating Costs 


The pete and item numbers below refer to pages and iteas on OPA Fora D-S&A. 


GENERAL 


1. Fill out two coptes of Landlord's Petition for 
Adjustment of Rent (Porm D-58a). Use typewriter or 
write legibly. 


®& Send bown copies of your petition of Fore D-s8a 
te the Rept Director at the address stamped In the 
upoer right-hand corner of that forn. 


3. Be sure to give all of the information called 


for on the petition form (form D-S6A) which Ile applic- 
able to your property. If you neglect to ao so, the 
form may have to be returned to you for the additional 
information. 


4. YOU MAY BE BEQUIRED TO VERIFY THE FIGURES In 
THE PETITION FoRm by supplying copies of your tncome 
tex retums end other records, 


PAGE 1° 


1, ADDRESS(ES) OF PROPERTY CONCERNED In THE FETI- 
TION ~ A *property® ipcludes one or more structures 
created as @ single unit or enterprise. Im this space 
list th2 street addresses, incluting city and Stete, of 
the Dullding or buildings to which this pe*ition is 
epplicable. 


&, OUNSR--LESSEE--OTHER ~- Indicate whether the pe- 
titioner is the omer or lessee. if you are a truatce, 
receiver, etc., check *other® and write In the blank 
space after *(specify)*® the capecity in mhich you oper- 
ate the property. 

PROPERTY RECORD 

A. ASSESSED VALU® OF PROPERTY - Show If this space 
the total assessed value of real and personal property 
@s determined from your tax Dills on this property. if 
the State or county assessmen’ differs from the city 
assessment, show each assessment separately. If the 
assessed valuation hes been changed since the first. 
year show on the stetement of income and expense, show 
changes and date changed on the blenk space on @ sepa- 
rete sheet of peper to be filed in duplicate. 

B. TYPE OF CONSTRUCTION ~- Designate whether the 
Dullding is stone, Drick, concrete, stucco, frame, 
brick and frame, or frame and stucco, Designate elso 
whether the dDuilding Is fireproof, semifireproof, or 
non fireproof. 


C. COST OF ACQUISITION ~ State in 
original cost of the property to you. 


thYs space the 
Where the lard 


and bullaing were purchesed for a lump sum, 
chase price mue! be allocited between the land and the 
bullding. The amoun’ to be sllocated to the building 
in limfted to an amount which bears the same proportian 
to the total purchase price as the value of the tulld 
Ing bore to "he value of the entire property at the 
time of purchase. Thr proper amount to be allocated to 
tne Lullding may usually be determined from your Fea 
eral Income tax returns, * 


APPROXIMATE DPTE ACOUIRED - If you did not acquire 
the lend and Dulldings at the same time, show the dete 
you ecquired the land and @leo abow the Gate you wllt 
or acquired the building. 


BASE AND CURRENT YEARS USED 


ihe *current year® in all cases must begin on or 
after the Maxi@um Pent Date, and must be the most re- 
cent full calendar or fiscal year.or any twelve month 
period ending not more than @O days prior to the filing 
of the petition. If an allowance is wee sted for in- 
creases in property taxes or payroll not fully reflected 
in the "current year® selected, at apens one wore 
month must have passed Detween the en f the current 
year od the beginning of thé month 1 if which petition 
is filed. The dase period may be eny two consecutive 
calendar or fiscal years between January 1, 1939 and 
the beginning of the current year. Such base period 
should be representative of normal operations for the 
property concerned in the petition. 


the pu 


FACE 2 


STATEMENT OF INCOME AND EXPENSE 
Be sure to reed the following instructions thore 
oughly before submitting your operating figures. 


All petitioners must fill in the "Statement of In- 
come and Expense® (Page 2, Items 1 to 17) unless the 
property contains more than 12 dwelling units. If your 
property contains more than 12 dwelling units, you sust 
sutmit your usual opereting statements for the years 
indicated tn Items A and B under "Base and Current 
Years Used” on Page lof the petition instead of filling 
in [tems 1 through 17. 

If any years intervene between the "base period® 
and the "current year,* you mey file annual statements 
of income and expense for such intervening years in 
addition to the required *base period® and *current 
year® information. Were expenditures made ir such 
intervening years are properly allocable in part to 
Ue "currertyeer,* U.is fact should ve coi ye 


‘In filling - the statement of income and exp 
use only those items from 1 to 17 which are applicabie 
to the property Tnveives in this petition. Use only 
figures woich can be Rong hg from your records. Do 
not use estimates. called upon to support 
your statements by sutai tring copies of your income-tax 
returns and other records. 


Item 1, RENT INCOME--DWELLINO UNITS - Under this 
heading you will include the Income earned from all 
myn GQwelling units. Include also ie rentel value 

wnit occupied by the landlord, or oy an employee 
es reletive of the landlord, for which full reat is 
not charged., 

If the rent for units occupied by the landlord, bia 
reletives, or employees is included in *rent income,® 
itemive fully the amounts included in each year on @ 
separate sheet of paper to be filed in duplicete. 

Be sure to include rentel income in the year to 
which it isab ena applicable. For emample, if in 
December 194 
January 1043, 
come for 1045 ae not for 1942. 

@ tenant did not pey his December 1042 rent until Janu- 
ary 1043, this rent should be included in rent income 
for 1042, and not for 1043, 

Item 2, RENT INCOME-~COMMBRCIAL UNITS ~ Under this 
heading mow the income earn Tentel of ea 
mercial units such @s stores and offices, in the same 
way es for Grelling units. State efter the word’ *em 
plain® whether stores, offices, etc. 


Item 3. OTRER ImComB - Under this heading ehow the 
income earned from the sale of electricity, gas, tele- 


OPO—Ol'\ 25400TX 
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phone service and other wessanens as well as any income 
received fran ts oo Sree, repairs, 
ené decoreting. te briefly after the word *erplain® 
the source of the *other income® (if Bg —_ wave 
epsce, provide an itemized list of such inc 
e@epurate sheet of to be filed in ‘alin. If 
ju furnish utilities and Paget services with the 
r these services are in- 


cbarges but show the entire amount under Item 1. 


Item 4, Toret tmcomB® = Enter the total of Items i, 
2, wma 3 on this Line. 

Item 6. FuBL - Include om this line the cost to the 
landlord of all fuel eupplied for heating purpeses. 
Designate in the spece provided the kind fuel used 

= No.2 te fuel ofl, gas, buckwheat coal, etc.) 


Item 6. peice tin ~ Under this heading ponte “rod 
cost of electricity used for public lighting an 
vatore and the cont of sll gas, electricity, water, 
te services furmished ‘the tenant by the 
sendlord 


Item 7. PaY ROLL - Under this beading include the 
wages paid to janitors, managers, and other employees 
= well es the.velue of any living euerters furnished 

to employees and included ip Rent Income, Item 1 above. 
pF include any salery for the omer or corporate 
officers, 


Item 6. MATERIALS AWE SUPPLIES - On this line show 
only the cost of materiels and supplies used in the 
operation of the property. De not include materials 
and gupplies used for repair and maintenance since such 
materials should be Included in Items 8, 10,or 11 below. 


Item 9. EXTERIOR PAINTING ~ Include on this line the 
@ctuel cost to the landlord of exterior painting. If 
the work was performed by a contractor, enter the con- 
trect price less any discount allowed. If the work was 
Bot performed by @ contractor, enter the actiml cost of 
the lebor and materials used. Do not include es lebor 
@my amounts for salaries and weges which you heve sl~ 
ready entered In Item 7, "Pay Roll*® above. 


Item 10, INTERION PAINTING AND DECORATING — Include 
Om this line the actuel cost to the landlord of in- 
terior painting and decorsting. If the K was per- 
formed by a comtractor, enter the contract price less 
@my discount allowed. If the work wes not performed by 
@ contractor, enter the actual cost of the labor and 
materials used. Do not include as lebor any amounté 


for salertes and wages which you heave already entered 
entered in Item 7, "Pay Roll® above. 


. 

Item 11. OTHER REPAIRS ~ Include #11 normal repair 
and maintenance work porformed which neither materially 
adds to the falue of the property nor appreciably pro- 
longs its life, but which keepe the property in an 
ordinary efficient operating condition. Exclude ex 
penditures for replacements, alterations, tmptove— 
Rents, or additions which prolong the life of the 
property, increase its value, or make it adaptable to 
a different use. I[temize the items included and those 
excluded for each year shown on 8 separate sheet of 
paper to be filed in duplicate. 


Item 12, DEPRECIATION — The proper allowance for 
depreciation on Dullding, equipment, furniture and 
furniabings is thet amount which should be considered 
@6 @D exrpemse each year ip eccordance with a reasonebly 
consistent plan whereby the aggregate of the amounts 80 
considered as expense, plus the salvage value, will et 
the end of the useful life of the property equal the 
cost of the property being depreciated. 

Item 13, Taxes - Include property taxes, etc., in 
the year in which they are due and payatle. Do not 
include State or Federal income taxes, tax penalties, 
or special assessments. Show water taxes, {f eny, in 
Item 6, "Utilities.® 


Item 14, INSURANCE = The cost of all insurance should 
be spread equally over the period covered by the various 
Policies. For example, if e 3-year fire inswrance 
policy is purchased at a cost of $¢0, each of the 3 
years covered by the policy will be charged $z0. 


Item 15. OTHER EXPENSES (EXCLUDING INTEREST) - In~ 
clude on this line the tote! cost of advertising, man- 
agement fees and commissions, renting expense, dad 
debts, office expense, legal expense, euditing expense, 
exterminating fees, garcege disposal costs, licenses, 
leundry and dry cleaning, and other miscellaneous ez- 
penses. Do not include any interes’ or mortgage amorti~ 
Zation. Itemize on @ separate sheet of paper to be 
filed in duplicate the major Items of expense included 
in this category for each year. 


Item 16. TOPAL EXPENSE (BEFORE INTEREST) ~ Enter 
the totel of Items S through 16, 

Item 17. NET INCOME (BEFORE INTEREST) — Enter the 
Gifference between Item 4 ani Item 16, 


PACE 3 


PRESENT OCCUPANCY AND RENT STATEMENT 


APARTMENT WUWERR CR LOCATION OF UNIT = Icentify the 
location of dwelling units to conform with that In the 
Fegistration form filed with the area Rent Office. 


WAME OF CCCUPAWT ~- List the name of the tenant oc- 
cupying each unit on the date of filing the petition. 
If @ wit is occupied by the landlord, a member of his 
family. or m employee of the property, be sure to 
List the name of the occupant, and explain the rela- 
-tionship in the space provided below. If the unit Is 
Vacant, write *vacant* in the space provided, and show 
the maximum anc requested rent for the dwelling unit. 


*PRESENT RENT = Thic is the amount of rent tetng 
charged at the time this petition is filed. 


WAXIMUM RENT - The marimum rent as registeres It 
the Office of Price Administretion,. 


ToRES, ETC. - List g@tores, offices, etc., indicat- 
ing locetion ana type of bustness. 


REQUESTED RENT = The rent the petitioner is re- 
questing In this petition. 


EXPLANATION OF CHANGES IN RENTS DURING “CURRENT 
YEAR” ~ List store or apartmen’ numter, old rent, new 
rent, and dete of eech rent chenge mede during the 
"Current Yeser.® 


PACE 4 


BATA SHOWING INCREASED PAYROLL OR PROPERTY TAXES 


The information uncer Property 1exes and uncer 
Monthly Income, Payroll, and Beployment should >e given 
only if an allowance 18 requested for increases in pay- 
roll or property tazes not fully reflected in the arm 


Opa ronu B-004 (8-47) Bace 


rent yeer. Detailed igetructions fortre {tems called 
for sre som on,Pege 


CERTIFICATION 
The certification must be completes on every pe- 
tition by the dating of the petition and signature 
of the landlord. 
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Mr. Woops. Out of 317 local rent advisory boards in all areas under 
rent control on May 1, 1951, 190 had adopted this plan for areas 
containing approximately 3,200,000 rental units out of the estimated 
total of 6,700,000 rental units under rent control. The great majority 
of the boards, 138, recommended 15 percent as the standard percentage 
increase. In areas which have adopted the Chicago plan, a total of 
419,476 applications have been processed and 371,116 rent adjust- 
ments have been granted through April 25,1951. The average adjust- 
ment granted was 15.4 percent. Many landlords who did not re- 
quest increases under the Chicago plan had already received adjust- 
ments which compensated them for increased costs of operation. 
Most of the boards which did not adopt the plan felt that the present 
provisions and procedures for individual adjustments were adequate. 

In addition to the increased income from individual adjustments 
and voluntary leases, landlords have benefited in other ways during 
the period of rent control. They have enjoyed unprecedented, almost 
100 percent occupancy. Couple that with a terrific demand for any 
and all available accommodations and you have a situation in which 
the landlord could cut out the so-called “sales expense”’ which landlords 
had to absorb in the lean years. 

Landlords no longer do a complete redecorating job when they rent 
a place. Tenants don’t demand it. Tenants don’t demand new 
frills or extras. Tenants don’t demand new refrigerators or new 
stoves. Before rent control, a tenant could even demand and get a 
month’s concession; that is, a month’s occupancy, rent free, for 
taking a place. Nowadays, the landlord sells his space in an ‘‘as is’’ 
condition, and does only the essential decorating and repair work to 
comply with the law—and to preserve his capital investment. 

There is evidence that all of these gains have more than offset the 
landlords’ increased operating costs and that as a result his net 
operating income is substantially higher than it was before rent 
control. 

Within the past few months, we have initiated a survey program 
of the operating position of properties under rent control. In these 
surveys, income and expenses are being taken directly from land- 
lords’ records to permit a comparison of the latest year of operation 
with the year 1939. Preliminary tabulations show that, between 
1939 and 1950, net operating income before depreciation increased 
44 percent for large structures and 34 percent for small structures. 
Small structures are those containing less than 5 dwelling units; the 
tabulations cover 1,535 large buildings with 38,652 units and 2,165 
small buildings with 4,141 units. 

Although expenses were considerably higher in 1950 than in 1939, 
additional income more than offset additional expenses. In the case 
of both large and small structures, the decrease in vacancy loss alone 
accounted for an 8 percent increase in iacome. Moreover, more than 
95 percent of the structures, containing 98 percent of the total units, 
showed an increase in scheduled rents since controls were established. 

In 1939, for every $100 of income in large structures, operating 
expenses took $64, leaving a net operating income of $36. By 1950, 
income had increased 34 percent to $134, expenses had gone up 28 
percent to $82, and net operating income rose to $52. This is 44 
percent higher than the $36 net operating income in 1939. 
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In 1939, for every $100 of income in small structures, operating 
expenses took $62 leaving a net operating income of $38. By 1950, 
income had increased 30 percent to $130, expenses had gone up 28 
percent to $79, and net operating income rose to $51. This is 34 
percent higher than the $38 net operating income in 1939. 

Thus it may be seen that the operating position of landlords has 
improved materially from an investment standpoint during the period 
of rent control. 

In conclusion, I should like to repeat that I believe the authority 
provided by the bill to control residential and commercial rents is 
absolutely necessary if we are to control inflation, to attain maximum 
defense production at the lowest possible cost, and to protect military 
personnel and their families from the suffering and hardships of 
exorbitant rents. 

The Cuarrman. Mr. Kluczynski. 

Mr. Kivuczynskt. I would like to ask Mr. Woods a question about 
the Chicago hotel rent control. I have a brief summary of the history 
of the hotel rent contro! situation in Chicago, Mr. Woods, and correct 
me if I am wrong. On June 30, 1947, all hotels in the entire country 
were decontrolled by the act of Congress. This included residential 
and transient hotels. 

During the same period, the Illinois General Assembly enacted a 
stand-by rent control law for the city of Chicago, which law also 
exempted all hotels from local rent controls. 

You remember the increase in rate on the hotels in Springfield, 
the capital of Illinois, when we had the senatorial investigation there, 
of which Senators Libanotti, Ryan, and Larson were members, and 
you remember their report was very favorable and they thought 
that the hotels were justified in increasing the rates. 

On March 31, 1949, Congress enacted new rent control legislation 
which provided for the recontrol of permanent guests in residential 
hotels in cities over 2% million population. Transient hotels continued 
to be exempt from controls. This legislation applied only to the city 
of Chicago inasmuch as New York City, was covered under the New 
York State Rent Control Act, which is considered to be relatively 
liberal; on June 30, 1950, Congress enacted an extension of the existing 
law, which continued controls as adopted March 31, 1949. 

During the congressional debates Senator Douglas of Illinois secured 
the adoption of an amendment which provided for the elimination 
of rent controls in Chicago. This amendment was approved by the 
Senate, but was eliminated by the Senate and House conference. 

As to the pending bill, H. R. 3871, under the section entitled 
“Houses, Apartments, Hotels,’ I have an amendment that I am going 
to offer later on to strike out the word “hotels.”” I don’t know if 
that would be agreeable to you? 

Mr. Woops. I am sorry, Congressman, but I can’t agree with it 
because, certainly, people who use hotels, salesmen, military personnel, 
people who must travel, the hotel rates that they pay are part of their 
cost of living. Those hotel rates are up. There is some justification 
that they have cost increases and there is no intention on our part to 
put them in a hazardous position by taking anything away from them 
that they already have, but we feel in this stabilization program, as 
far as rent is concerned, that we want to put the ceiling on where they 
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are. I feel that hotels play too important a part in our over-all 
stabilization picture to concur in your suggestion. 

Mr. Kuvuczynsxt. The hotel industry, of course, is opposed to this 
section of the bill and they urge the adoption of an amendment to 
eliminate the word “hotel” from the bill. ‘It is our sincere belief,” 
they say, ‘that such an amendment should provide for the exemption 
of all hotels in all cities regardless of population. Such an amendment 
would place hotels in Chicago in identical position with the hotels 
in other metropolitan cities.” 

Don’t you think that you are discriminating against the hotels in 
Chicago? Why should Chicago be the only city in the country- 

Mr. Gamsue. Your Senator introduced the amendment that wrote 
the law that way. 

Mr. Woops. Congressman, that was a subject that was not dis- 
cussed at the hearings. At the time of the hearings, as I remember, 
all hotels were going to be in and on the floor—I don’t know whether— 
I believe it was on the floor of the Senate, the matter of exempting 
hotels in cities below or above a certain degree of population came 
up. I, at the time, had the opinion that they all should remain under. 
As far as actual discrimination is concerned, I can’t concur that the 
hotels of Chicago have suffered. We made some recent studies. Their 
income, I believe, since 1940 to 1941, where the ordinary, unfurnished 
apartment buildings probably have risen 30 or 34 percent, these 
so-called hotels that have been discriminated against, I think that 
their income has risen some 80 percent. 

I will be glad to submit the actual figures for the record. I am 
taking those from memory, but I know it is high, so I don’t think 
that they have been discriminated against, but I will go this far with 
you. I feel that we shouldn’t exempt a class of accommodations based 
on a city’s population. I think that any exemption of a class of 
accommodations should be on the basis of whether there has been a 
demand or that demand has been satisfied. If the demand has been 
satisfied, rents will stay reasonable without our help. 

Mr. Kuiveczynsxt. But you are still discriminating against Chicago. 
Chicago hotels are the only city in the country. 

Mr. Woops. Well, sir, your people did that. It is one case in 
which I can’t take the blame. 

Mr. GamsBie. Thank you, sir. That is what I said a minute ago. 

Mr. Kuivuczynsxi. You have a new title, title 4-A. You never 
had that in the Defense Production Act of 1950. Why did you put it 
innow? Why didn’t you have the rent control separate, in a separate 
bill? 

Mr. Woops. That was the decision of Mr. Wilson’s office because 
they feel that rent control is an integral part of the stabilization pro- 
gram, just as important as wage or price controls and that, therefore, 
there should be guidance, there should be coordination between all of 
the segments that will cause the cost of living to rise. 

Mr. Kuivuczynskt. You know the reason it is in the bill. Many of 
the Members of Congress are opposed to rent control and because it is 
in the Defense Production Act they may have to vote for it. Now 

ou are trying to control the commercial or the business property. 
low are you going to do that? 


83473—51—pt. 1——35 
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Mr. Woops. I think it would be opposite. I have a feeling that 
some people might think that the rent control is so necessary it can 
varry along price and wage controls. 

Mr. Kuiuczynskr. Well, I will have an amendment to strike that 
section 4—A out of the bill, too. That is all, Mr. Chairman. 

Mr. Apponizio. Mr. Chairman. 

The Cuarrman. Mr. Addonizio. 

Mr. Apponiz1o. On page 2 of your statement you say that rent 
control is— 
desperately needed to protect military personnel and their families in areas where 
training camps and bases are being reactivated or expanded. 

Mr. Woops. Yes. 

Mr. Apponiz1o. Do you have any idea what the present housing 
situation is in these military areas? 

Mr. Woops. Yes, Mr. Congressman, I do. I would like to say, 
generally, that, first, the situation around many of our military 
installations today is our number 1 problem in rent control. I say 
“many.’’ It hasn’t happened in all but it is so bad in so many that 
I think that the Congress should certainly pay particular attention 
to the situation around military installations. For example, we can 
establish rent control and have established rent control under the 
present law around many of these camps, but let’s take one that has 
been in the public press recently. It is probably familiar to all of 
you people. That is Camp Leonard Wood in Missouri. The Army 
recently asked all of their people living off base to give them certain 
figures on their rent. The Army then gave us those figures, so that 
we could check them to see how many accommodations were under 
rent control, how many weren't, how many violations were in effect. 

The survey, the violation part is still in effect, but there is enough 
of it been completed that I can give you some very good ideas, which 
I am only citing to show the weakness of the present act to help this 
situation. There were 1,019 survey forms submitted by military 
personnel. <A total of 427 pertained to decontrolled or uncontrolled 
units. In the followmg 130 decontrolled and uncontrolled units, the 
rent being charged is 48.2 percent above rents of comparable con- 
trolled units after making allowance for increased costs. 

The following chart shows the breakdown according to rental ranges 
and types of accommodations involved. In other words, these are 
types that under the present law, no matter how hard we try, we 
couldn’t do anything about it. 

Motor courts, the percent over comparability, 54.4 percent. Trailer 
courts—there is just a small number we could check but in the small 
number the percentage over comparability was 70 percent. New 
construction, 45 percent. Conversions, 34 percent. Hotel units, 
74 pereent. 

In addition to these 130 units, where we could make that break- 
down, there are 48 units decontrolled or uncontrolled that are not 
renting above comparability. In other words, 73 percent of the 178 
units are charging 48.2 percent above comparability, while 27 percent 
are renting at a figure which is not. 

The total rent being charged for 178 units, is 34.9 percent above the 
rents of comparable controlled units. Specific data was not available 
on the other 249 units shown by types, so that we are unable to deter- 
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mine whether they are renting at, below, or above comparability: 
That is the situation at Fort Leonard Wood. 

Mr. GamBie. Has that been decontrolled there, sir? 

Mr. Woops. No, we have control there. It has been recontrolled. 

Mr. Gamsue. You decontrolled and recontrolled it? 

Mr. Woops. That is correct. We decontrolled it, so that we could 
go back in and control it, but try as hard as we can, because of the 
peculiarities of the present law which was written and passed, and 
which I certainly concurred in with a different purpose then to get 
rid of rent control, now under this situation we find ourselves with 
our hands tied on certain provisions. 

Mr. GamBue. That is because it jumped from the time it was 
decontrolled, it jumped until you got back in on a recontrol? 

Mr. Woops. No. These we can’t touch because they are exempt 
by the law. The ones that are controlled, we can do something about. 
That is one instance. 

I would like to, for a moment, discuss one of the camps that I visited, 
myself, because we had heard the situation there was so bad, and that 
is the Marine base at Camp Lejeune, N.C. To give you an idea of our 
difficulty there—and I will admit right here it is tied up with a need 
for housing—there are almost 8,000 “families bidding, wanting to live 
there. They can’t find places for them. Now, you have to visualize. 

That is a beautiful town. The little town of Jacksonville, N.C.,isa 
town of 4,000 population. You have 8,000 of these marines’ families 
desperate, wanting to be with their husbands, brothers, and fathers, 
trying to bid for the existing space. We have rent control there but 
again we are faced with the same thing. We go to check a very high 
rent, we find it is decontrolled because of one of the provisions of the 
act. We go to check another one and it is a conversion and exempt. 

It is a situation in which we must have a strong law in order to 
control this situation until some housing can get in there. 

The Army, Navy, and Air Force has made some extensive studies. 
I am just going to quote a few of these. Remember, gentlemen, they 
are not all bad. Some of them, nothing has happened, but enough has 
happened in a great number of them that I think that is our primary 
worry. Ihave roughly gone over them by States. I won’t read them 
all, but I understand this entire report from the Defense Department 
has been filed previously with this committee. 

Alabama, Mobile, 48 percent average increase for houses, 19 per- 
cent increase for apartments. Craig Air Force Base at Selma, Ala., 
the staff sergeant pays $70 for one bedroom and shares bath. The 
technical sergeant pays $70 for two unfurnished rooms plus utilities. 
Another sergeant pays $75 for two bedrooms unfurnished, also poor 
location. A lieutenant pays $110 plus utilities for a small unfurnished 
two-bedroom house. 

Right in the same State, Maxwell Air Force Base, things are quiet. 
Rents have just risen to a small extent. It is spotty. It is the same 
way all over the country, but there are enough of them. 

Indiana, Fort Wayne, decontrolled by local option, things are quiet. 

Indianapolis, still under control, things are quiet. 

Kansas, which was just recently decontrolled by State action, things 
are pretty hot around Topeka. The Air Force reports increases from 
12 to 33 percent. Sherman Air Force Base at Fort Leavenworth, 
decontrolled, quiet. 
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Wichita, decontrolled by local optior, very quiet. 

Mississippi, Greenville, very bad. Increases are from 57 percent 
to 100 percent since decontrol. Biloxi, Miss., new construction not 
under control, approximately 47 percent higher rents on an average. 

Gentlemen, I won’t take more time. They go that way. In the 
same State one of them is bad, another one is good. They cross lines. 
Some of the bad ones were decontrolled by us, some of the bad ones 
were decontrolled by local option. Some of the quiet ones, I hope 
they will remain quiet, but again I say in general answer to your ques- 
tion, Congressman, it is bad enough so that that is our No. 1 problem. 

Mr. Apponizio. You said under the present law that you are unable 
to give any help to these military areas. Can you tell us what pro- 
visions in this new bill we have before us would help these conditions? 

Mr. Woops. Congressman, actually to help them they would cross 
all lines. For example, there are some bad cases in Texas and 
Nebraska. Those States were decontrolled by State action. In other 
words, that part of the act would have to be amended, so that we 
could go into an area which was formerly decontrolled by State action. 

Mr. Burretrr. Where are the bad places in Nebraska? 

Mr. Woops. Omaha is very bad. 

Mr. Burrertr. That is your report, now? 

Mr. Woops. That is not our report. That is the report of the 
military and in that connection, so far as Omaha is concerned, Omaha 
has double trouble. It is bad from the military and it is bad from the 
civilian. I would just like to read, if I may, a letter from the mayor 
of Omaha, dated March 29, 1951, to me: 

The Legislature of the State of Nebraska passed legislation to remove rent 
controls from the State as of November 1, 1949. The measure was vetoed by 
Governor Peterson, but the legislature overrode his veto and the bill became 
effective on the above date. 

During the hearing on this decontrol bill I appeared before the committee 
which was considering the measure, urging that the bill be killed and rent controls 
be allowed to remain. I insisted that the State legislature was in no position to 
understand or comprehend the housing problem in Omaha and that the question 
of rent control should be decided by the Omaha City Council. My appeal was to 
no avail, and the fancy promises that rent increases would be normal and that 
landlords would hold the line were never kept. The first impact of decontrol was 
felt in November of 1949, although some of the larger landlords knew that the 
spotlight was on them and therefore they did not raise rents or made only modest 
increases, but in the months that followed, when the spotlight was beginning to 
dim, they raised and raised and continued to raise. I have had literally hundreds 
of complaints about the exorbitant increases and I am still receiving them. Many 
records in my files will prove this. 

There was even a noticeable increase in rents at the time Congress increased 
the social security benefits. No doubt there are many landlords who are charging 
whatever they think the traffic will bear. The 1949 rent decontrol was a tragic 
mistake for Omaha, because the serious housing shortage which existed then is 
still with us today. Personally I do not favor controls as a matter of principle, 
but with a housing shortage such as we have, there is no alternative which will 
allow the people an economic survival. 


Signed by Glen Cunningham, mayor. 

Mr. Burrerr. Will you send me a copy, please? 

Mr. Woops. Yes, I will. 

Mr. Fucare. I would like to ask you about the situation around 
Norfolk. 

Mr. Woops. The situation around Norfolk, as reported by the 
Navy, has been quite normal. There have been what they consider 
moderate increases ranging from 4 to some 17 percent. 
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The Bureau of Labor Statistics in a recent survey of rent increases 
bears out the same contention. Norfolk, Va., has, so far, remained 
quiet. 

Mr. Fueare. Any other area in Virginia? 

Mr. Woops. Yes, there are a few in Virginia, according to the 
reports of the military that are not so quiet. 

Quantico is considered critical. I won’t read the whole report on 
Quantico. It is filed in the record. That is from the Navy. The 
Army has some on Virginia, too, which I have right here. Radford 
was mentioned. 

Mr. Fueare. Is housing tight around Radford? 

Mr. Woops. Yes; here is the report from the Army on Radford. 

Local real estate brokers report the following estimated increases in rental rates: 
Broker A, 40 to 50 percent, B, 25 to 30 percent, Broker C, 35 percent. 

In other localities the following appear to be typical: In Pulaski, Va., 
an old 7-room brick house, no facilities provided other than bath, 
rental asked, $100 a month. Considering the general condition of 
the property, $60 a month would be a fair figure. 

Consider a 4-room apartment, Blacksburg, Va., sparsely furnished, second 
floor, $100 per month asked, worth about $65. In Fair Lawn, a community in 
Pulaski County, 4 miles from Radford Arsenal, rental of the house occupied by 
civilian employee has been increased from $50 to $74 a month. 

Headquarters, Virginia Miltary District, Richmond, some increases were 
higher and the best estimate for the Richmond area in general is 12.5 percent 
since the removal of controls. 


That isn’t bad. 

Here is one that I think is rather rough: 

Fort Eustis, Va.: officers in command who have rented or discussed rentals with 
individual owners in this area find that the tendency is for the owner to attempt 
to get the full rental allowance of the officer. 

Fort Lee, Petersburg, Va., estimates that the rents have increased 8 to 10 
percent since decontrol. 

Hopewell, Va., is summarized. Average increase for Hopewell, Va., 40 percent 
to 67 percent; entire area around Fort Lee, 25 percent. 

Camp Pickett, Va., rent increases in the vicinity of Camp Pickett as a result 
of increased activities are evident. It is emphasized that this is opinion only and 
no factual data can be furnished. Listings of rentals and rents on hand appear 
in the vast majority of cases to be excessive. 

That is from the Army reports on Virginia. 

Mr. Fueare. Those are primarily in the military areas? 

Mr. Woops. That is true. 

Mr. Fuaare. Radford being the only city where a defense plant is 
operated? 

Mr. Woops. Yes. Richmond, the only city under discussion, I 
would say that I think they should be complimented, that certainly 
a 12.5 percent increase generally for the city is not unreasonable. 

The CHarrMan. What is the condition in Kentucky, Mr. Woods? 

Mr. Woops. Without looking at my notes, I know one area. 
Kentucky is still, of course, pretty well under control. I would 
say that generally the condition in Kentucky is more lack of housing 
than having trouble with existing rent controls. There are certain 
areas in Kentucky, I think around Paducah, where the housing 
situation is quite critical. 

Of course, it does put pressures on keeping rent controls, but their 
problem is primarily one of housing. 
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The CuarrMan. What municipalities in Kentucky are voluntarily 
decontrolled? 

Mr. Woops. Voluntary decontrolled, I can tell you, Mr. Chairman, 
ip just a second. 

There are very few. Areas decontrolled on my own initiative, 
Harrodsburg, Mayfield, and Somerset. I will check those that are 
decontrolled under loeal option. There were none decontrolled under 
local option in Kentucky. 

The Cuarrman. How many units in all the United States were 
decontrolled, as compared with the controlled units? 

Mr. Woops. About 7% million altogether have been decontrolled. 

Mr. Gamsue. Out of about how many? 

Mr. Woops. About 16 million. 

Mr. Gamsie. About 7 million out of 16 million? 

Mr. Woops. Yes. There are about 6,700,000 under control. Of 
course, there were other removals from the rental market. That is 
why the two figures don’t balance. 

Mr. Gamsue. Yes, I was just wondering about the proportion. 

The CuarrmMan. There is a roll call in the House. The committee 
is considering the agriculture bill under the 5-minute rule for amend- 
ment. We will be compelled to adjourn. 

Can you come back tomorrow morning, Mr. Woods? 

Mr. Woops. At any time. 

The Cuarrman. I have just received a statement from the Secre- 
tary of Agriculture, with respect to the meat situation which, without 
objection, will be included in the record at this point. 

(The statement referred to is as follows: ) 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Some Facts RELATING TO CURRENT MEatT SITUATION 


My object here today is to lay before the committee some facts relating to the 
current livestock and meat situation, with particular reference to beef cattle 
and beef. I invite you to go over these facts with me, much as I have gone 
over them myself in the past few weeks. In my opinion, they lead to definite 
conclusions on some points; on others, the best information available to us 
leaves reasonable doubt. I feel sure that you will want to consider the facts 
first and the conclusions second. 

The most immediate problems in this field relate to beef cattle and_ beef. 
But these problems must be considered in relation to the total livestock numbers 
of all classes and kinds, the current and prospective feed supplies and the present 
and future demand for meats as a group. I shall present facts relating to the 
supply of meat, including trends and potentials of livestock production; to the 
demand for meat; and to recent changes in meat and meat animal prices. 


OUR MEAT SUPPLY—-TRENDS AND POTENTIALS 


Our meat supply rests upon our production of meat animals ready for slaughter. 
Each class of meat animals has a distinctive pattern of production which deserves 
attention separately. 

Beef cattle 

Cattle numbers have been increasing since 1948 (table 1). Judging by past 
experience (figure 1), this trend could carry cattle numbers to as much as 95 or 
more million head within 4 or 5 years, at the end of which time beef marketings 
could be at least 15 percent higher than at present. The previous record for total 
cattle numbers was 85.6 million head in 1945, and the level in January this year 
was only 1.4 million below it. The beef-cattle breeding herd this year is the 
largest of record. 

While cattle numbers are being built up, current slaughter can increase only 
gradually. Thus, beef production next year could be 2 to 5 percent higher than 
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in 1951 without arresting the uptrend in numbers. But greater slaughter than 
this in 1952 would mean less beef in subsequent years. Our human population 
hes been increasing about 1% percent a year during the past decade, and a steady 
uptrend in beef production will be needed to maintain or increase our per capita 
supplies in the future. 

The rate of increase in cattle numbers seems to be influenced by the rate of 
change in cattle prices as well as by their absolute level. During 1949, when the 
farm price of cattle averaged $19.90 per hundredweight, producers added 1.8 
million head to their herds. During 1950 the farm price of cattle averaged 
$23.10 per hundredweight, and producers increased their herds by 4.1 million 
head, or 5 percent. It seems quite evident that the level of prices last year was 
adequate to encourage cattle production, and that the January 1951 price level 
of $27 was even more favorable. We must bear in mind the fact that numbers are 
increased at the expense of holding current slaughter below the current calf crop 
and, in general, below the current rate of liveweight cattle production. Hence, 
it may turn out that we will slaughter somewhat more beef over the next year or 
two, and somewhat less 3 to 5 years hence, than we would have had without the 
recent price order. It is too early to be sure of the answer, and we shall have to 
watch developments in cattle marketing and production closely during the 
months ahead. 

Cattle get the bulk of their feed from range and pasture. The projected 
increase in cattle numbers cannot be maintained safely unless backed by the most 
-areful attention to grassland management. Also, to take maximum advantage 
of the expected increase in cattle numbers, larger quantities of grain would be 
required for Corn Belt and other feeding operations. During 1950-51 feeder 
cattle will consume about 11 percent of all corn fed to livestock of all types and 
classes and over 7 percent of all feed concentrates (table 3). If grain supplies 
are limited, we will be faced with a choice between the alternatives of feeding a 
larger number of cattle to Good or Choice grade and carrying smaller numbers to 
a higher finish. 


Hogs 

Both spring and fall pig crops have increased for three successive years. The 
spring crop rose from 51.3 million head in 1948 to 60 million in 1950, and a 1951 
crop of 63.5 million head was indicated by farmers’ intentions as of December. 
The fall crop increased from 31.3 million head in 1947 to 40.7 million in 1950 


and may equal that level again this year. 

The 1951 spring pig crop will probably be second only to the all-time record 
of 1943, and the fall pig crop will exceed all earlier peacetime crops with the 
possible exception of 1950 (fig. 2). But greater hog numbers also mean greater 
requirements for grain. in 1950-51 hogs are consuming nearly half of all corn 
fed to livestock, or about 37 percent of all feed concentrates. 

It is worth bearing in mind that the production cycle for hogs is much shorter 
than that for cattle. Hog numbers contract sharply when grain supplies are 
short, and they can also be expanded rapidly when grain supplies are ample. 
Sheep and lambs 

Sheep numbers increased during 1950 for the first time in nearly a decade 
(table 2 and fig. 3). The recent upturn is promising for future production of 
both meat and wool. But lamb and mutton provide less than 3 percent of our 
total supply of red meat currently, and have rarely provided more than 5 percent 
of the total in years past. Like cattle, sheep get most of their feed from range 
and pasture. 

Sheep numbers declined steadily from their record level of 56.2 million head 
in 1942 to a low of 30.7 million last year. The number on January 1 this year 
was 31.5 million, or 2 to 3 percent above the 1950 low. 

Chickens and turkeys 

Poultry meat is frequently overlooked in discussions of the meat situation. 
But chicken and turkey are recognized by consumers as alternatives to red meat 
in planning meals. Also, poultry production can be expanded even more rapidly 
than that of hogs if grain supplies are adequate and prices favorable. During 
the current year chickens and turkeys are consuming about 22 percent of our 
total feed concentrates. A little over half of this feed, however, must be charged 
to egg production rather than to poultry meat. 

Total chicken and turkey production increased substantially from 1948 to 
1950, and some further increase may be realized this year. 
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The total livestock and feed balance 


Total numbers of grain-consuming livestock have been trending upward since 
1947, and a further increase is expected during the coming year. Total dis- 
appearance of feed grains this year will exceed the 1950 production, and unless 
grain yields in 1951 approach record levels we will dip into our reserves again 
during 1951-52. 

The Department has asked farmers to try for the maximum feasible production 
of feed this year. This is prerequisite to any general expansion of pork, chicken, 
turkey, and egg supplies above current levels. Livestock-feed price relationships 
during the past year have been moderately favorable to expansion of livestock 
production. 

But, of course, favorable feed ratios cannot be maintained very long unless 
ample supplies of feed are also maintained. Until 1951 crop production is better 
known, further increases in hog production beyond those which are already under 
way cannot be encouraged with complete safety. If corn yields are average or 
below average this year, the livestock expansion now in process may have to be 
reexamined with reference to maintenance of some strategic feed reserves in 1952. 

A moderate increase in beef production next year appears likely. Pork pro- 
duction from October 1951 through March 1952 will be higher than during the 
same period of 1950-51. Any further expansion will depend on feed grain 
production in 1951. 

Table 3 shows that beef cattle, although of about equal importance to hogs in 
total meat production, use only a third as much grain and other concentrated 
feeds. To a considerable extent, cattle production can be increased without 
increasing our acreage of soil-depleting crops. This underlines the importance 
of the Department’s grassland program as a means of reconciling our needs both 
for meat production and for soil conservation. 


TRENDS IN CONSUMPTION AND DEMAND 
Consumption 

Trends in total meat and poultry production and in per capita civilian consump- 
tion of meat and poultry as a group are shown in table 3 and figure 4. Recent 
figures for the several types of meats are shown in table 5. 

Per capita consumption of meat and poultry combined in 1950 was up 30 pounds, 
or 20 percent, over the 1935-39 average. Consumption of red meat was up nearly 
20 pounds (15 percent) per person, and that of poultry was up 10 pounds, or 50 
percent. 

Meat production increased rapidly during the early years of World War II, 
helped out by favorable weather for feed production and by heavy drafts upon 
the reserves of corn and wheat which we had accumulated before Pearl Harbor. 
In spite of large military and lend-lease takings, per capita civilian consumption 
of meat in 1944 was 22 percent higher than the prewar (1935-39) average. Most 
of the increase in civilian consumption came from pork and chicken. Beef con- 
sumption was about the same as in 1935-39. 

Total meat production trended downward after 1944, but so did military and 
lend-lease takings. Per capita civilian consumption reached a peak of 155 pounds 
in 1947, then declined to an average of 144 to 145 pounds during 1948-50. The 
1947 peak was based to a considerable extent on beef resulting from liquidation 
of over 3 million head of cattle. Beef and veal consumption dropped 10 percent 
from 1947 to 1948 and has remained fairly stable at the lower level ever since. 
Total beef and veal production has been increasing at about the same rate as our 
population growth, and per capita supplies during 1951 are expected to be about 
the same as last year. 

Pork consumption per capital increased 3 percent from 1949 to 1950, and is 
expected to average another 4 or 5 percent higher in 1951. 

Consumption of chicken and turkey expanded rapidly during World War II 
and remained high afterward. Per capita consumption increased by 5.2 pounds 
(nearly 20 percent) from 1948 to 1950, and supplies in 1951 are expected to equal 
or slightly exceed the 1950 level. 

Demand 

The demand for meat has increased since prewar mainly because of the high 
level of national income and employment which has prevailed in recent years. 
A study made by RHNHE in 1948 indicated that families with incomes above 


$3,000 consumed a fourth more meat per person than those with incomes of 
$2,000 or less (table 6). 
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Beef has long been a preferred meat among American consumers. Pork con- 
sumption per person is little higher among high-income families than among 
those with moderate incomes, although high-income families use more of the 
relatively expensive cuts. Beef consumption increases very rapidly with family 
income, and demand for the more expensive cuts rises still faster. 

If we relate the facts shown in table 6 to the per capita consumption trends 
in table 5, we can see why beef and cattle prices have risen so much faster than 
those of pork and hogs in recent months. Consumers’ preferences, backed by 
rising incomes, have exerted a stronger pull upon beef than upon pork during 
the past year. Pork supplies per person have increased 4 or 5 percent, largely 
offsetting the effects of increased demand. On the other hand, the supply of 
beef per person has remained about constant, so that the full force of increased 
demand has expressed itself in price rises and pressures upon price ceilings. 

Probably the sharpest increases in meat purchases occur among families in 
which the breadwinner has just shifted from unemployed to employed status. 
To the extent that the defense program means still further increases in employ- 
ment and average hours worked, demand for meat will continue to rise during 
the months ahead. 

Changes in consumer income from year to year are associated with roughly 
proportional changes in their expenditures for meat. Figure 5 shows this rela- 
tionship for the 1929-50 period. In 1950 the average consumer’s income, after 
taxes, was 244 times as large as in 1935-39. The retail value of the meat he con- 
sumed was also 214 times the prewar (1935-39) level. 

Since 1950, consumer expenditures for meat have risen in about the same 
proportion as consumer income. In January-March 1951 consumers were 
spending about 5.8 percent of their income for meat compared with an average 
of 5.6 percent during 1950. With employment and production expanding, 
consumer incomes at the end of 1951 will likely be several percent higher than 
they were when the January freeze was placed upon meat prices. 

Cut-backs in the production of consumer durable goods this year also may 
contribute to a stronger demand for meat. In 1947, when consumer durables 
were far short of demand, consumers spent 6.4 percent of their incomes for meat 
as against the 5.8 percent spent in January—March this year. 


RECENT CHANGES IN PRICES OF MEAT AND MEAT ANIMALS 


Table 7 summarizes the changes which occurred in retail meat prices and in 
consumer incomes between June 15, 1950, and March 15, 1951, the latest date for 
which some of the series are available. 

Prices of hogs and cattle dropped sharply from 1948 to 1949. During the spring 
of 1950, well before the outbreak in Korea, meat and meat-animal prices had 
started to move up. This was due primarily to an increase in employment in 
the general economy, following the moderate recession of 1949. 

The Korean outbreak accelerated the business expansion which was already 
under way, with the result that total consumer income increased more than $20 
billion (11 percent) between April-June 1950 and January-March 1951. Between 
June 1950 and March 1951, retail food prices rose an average of 11 percent and 
nonfood prices (including slow-moving items such as rent and utilities) increased 
about 7 percent (table 7). Average retail meat prices rose 10 percent during this 
period, about in line with consumer income. Average hourly earnings of factory 
workers increased about 8 percent, so that the purchasing power of an hour’s 
work in terms of meat declined very slightly (table 8). Weekly earnings rose a 
little more than hourly earnings due to an increase in average hours worked per 
week. 

Retail beef prices rose almost 15 percent, for reasons already referred to. 
Prices of pork and chickens rose only 3 to 8 percent. However, the price of pork 
is normally a little lower in March than in June due to seasonal factors. Expand- 
ing supplies also tended to moderate the increase in pork prices. 

The level of the retail price indexes for individual meats is also worthy of note. 
The price of beef currently is fully three times the 1935-39 average level. Pork 
and chicken prices, on the other hand, are respectively a little more and a little 
less than twice the prewar (1935-39) level. Production of beef and veal has 
never caught up with the big ground swell in population growth and consumer 
income which built up during World War IT and has since persisted. Supplies of 
pork and chicken have increased considerably more than supplies of beef relative 
to prewar experience. 
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On a percentage basis farm prices of meat animals have risen more sharply 
than retail prices of meat in recent months (table 9). The price increases for 
beef cattle and lambs were considerably larger than that for hogs. 

Parity prices of meat animals were revised in January 1950, resulting in sub- 
stantial increases in parities for beef cattle and lambs relative to other farm 
products, and a moderate increase in the parity price for hogs. The effective 
parities for meat animals as now calculated reflect the generally favorable price 
experience of meat animals relative to other farm products during the 10 years 
1941 through 1950 (table 9, footnote 2). 

Prices of beef cattle and lambs were well above parity in June 1950 and have 
subsequently risen to 152 and 157 percent of their respective parities as of April 
1951. Hog prices in April 1951 were 96 percent of parity, compared with 83 
percent in April 1950 and 93 percent in June 1950 (table 9). 

The contribution of meat animals to total farm income is relatively much 
greater than the importance of meat in the average consumer’s budget. In 1949 
meat animals accounted for roughly 30 percent of the cash receipts of farmers, but 
the contribution of meat to the Consumer Price Index (as of January 1950) was 
less than 8 percent. 


Meat animals and poultry: Relative importance in farm income and urban consumer 
prices 


Consumers’ 
Price Index, 
| January 1950 ! 


Cash farm 
income, 1949 
Percent 
Cattle and calves 
Hogs 
Sheep and lambs-- 


Meat animals. - 


Chickens (including broilers) _-- 
Turkeys 
Poultry 3 


Total meat animals and poultry__._.-- sui sihatepies 


1 Relative importance in the adjusted Consumers’ Price Index. 
2 Excludes lard, 0.1. 
3 Does not include other poultry such as ducks, geese, etc. 


Source: Farm Income, Bureau of Agricultural Economics; Consumers’ Price Index, from reports of the 
Bureau of Labor Statisties. 


Table 10 summarizes data on marketing margins and the farmers’ share of the 
retail dollar for beef and pork in recent years. Since 1947 farmers have generally 
received 70 percent or more of the price paid by consumers for Choice grade beef. 
It takes approximately 3 years to produce a Choice grade steer from breeding to 
slaughter and about 3 weeks to process, transport, and distribute beef from packing 
plant to consumer. The farmer’s share of the retail dollar spent for hog products 
(pork and lard) has generally ranged between 60 and 70 percent in recent years, 
and his share on chicken has averaged between 50 and 60 percent. 


Prices of feeder cattle 

The remaining tables (tables 11 through 16) are intended to throw some light 
on costs and returns from cattle feeding—both the past experience and the pros- 
pective situation under the recently announced price orders affecting beef and 
cattle. 

Table 11 shows the sharp rise in prices of feeder and stocker steers which 
oecurred even after the price freeze order which was issued on January 26. 
Feeders who bid up prices after the date of the order obviously assumed the risk 
of subsequent development. 

Table 12 indicates that feeders who purchased their stock during the main 
seasonal movement last fall should come out all right under the OPS ceilings for 
June through September. On the other hand, feeders who bought stock at the 
high prices of February through April will be lucky to break even under the June 
ceiling, and many of those who sell under the August ceiling will probably lose 
money. The table does not include the effects of the additional roll-back sched- 
uled for October 1, since OPS has not yet issued a schedule of the prices which 
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would be reflected for specific classes of cattle. On the average, however, the 
announced roll-back for October 1 is designed to reduce retail beef prices, and 
presumably live cattle prices, about as much as that announced for August 1. 
Tables 13 through 16 adapt some actual cost records for cattle feeding operations 
in western Illinois to the question of how much feeders could reasonably expect 
to pay for their stock and still come out under the June and August price ceilings. 
While the figures are not necessarily representative of all Corn Belt feeding 
operations, I believe the general impression which they give is a correct one. 


CONCLUSIONS 


I should like to summarize briefly the conclusions which I draw from the facts 
I have presented here today. 

(1) Livestock production in this country is increasing. Production of hogs 
has been rising for several years; cattle numbers have been expanding for 3 years; 
and last year sheep numbers made their first gain in almost a decade. 

(2) Production of meat has increased in the last 2 or 3 years only about as fast 
as the population. Consumption per person has been nearly stable at close to 
145 pounds annually. 

(3) Production of meat in the rest of 1951 will probably be moderately larger 
than last year, providing a little more meat per person than in 1950. The gain 
will be concentrated in pork with beef supplies per person about the same as last 
year. The increase in pork supplies will tend to moderate price increases, but 
pressures on price ceilings for beef will continue to mount, unless producers tend 
to market their cattle before the projected roll-back dates. 

(4) In the last 12 months, consumer incomes have become steadily larger and 
demand for meat has accordingly strengthened. The strongest consumer prefer- 
ence seems to be for beef. However, the demand for pork and poultry has also 
increased. Prices of meat and of meat animals have been considerably higher this 
winter and spring than last. Retail meat prices have risen only slightly more than 
factory wages and average consumer incomes. As employment and consumer 
incomes continue to expand, the demand for meat will strengthen further. Cut- 
backs in consumer durable goods may also contribute to increased demands for 
meat. 

(5) Expanding livestock numbers are bringing a shift in the relation of feed 
requirements to feed supplies. Until last vear, feed was abundant for the live- 
stock on farms. Unless crop yields are good this year we shall have to make 
another substantial draft on our feed reserves during 1951-52. These factors 
bring up the question as to how fast and how far farmers should go in adding to 
their numbers of grain consuming livestock, such as hogs and poultry. 

(6) Beef cattle, although of about equal importance to hogs in total meat pro- 
duction, use only a third as much grain and other concentrated feeds. To a con- 
siderable extent, cattle production can be increased without increasing our acreage 
of soil-depleting crops. This underlines the importance of the Department’s 
grassland program as a means of reconciling our needs both for meat production 
and for soil conservation. 

(7) Some cattle feeders who have purchased steers since January will be 
adversely affected by the OPS orders, but the number of feeder steers moving at 
this time of year is relatively small; and, assuming that the effect of the OPS 
roll-back is equitably distributed among the various classes of cattle, prices should 
faily soon readjust themselves in such a way as to continue to provide reasonable 
or normal incentives for cattle and ealf feeding. However, we must watch cattle 
marketings and production closely during the months ahead. 

(8) Judging from actual experience of the rate at which cattle numbers were 
increased in 1949 and 1950, average cattle and calf prices at about the 1950 level, 
which will still be allowed by the OPS ceilings, should still constitute a reasonable 
incentive for the continuing production of beef animals. We must bear in mind, 
however, that costs of farm and ranch operations are increasing and that again 
this is a situation which needs to be carefully watched. 

(9) In view of the outlook for continuing strong consumer purchasing power, 
with some further increases in earnings and consumer incomes in prospect at the 
same time that supplies of durable or hard goods may be reduced, there is no reason 
to believe that in the absence of some type of effective price control, prices of beef 
products would be likely to appreciably decline in the near future. In fact, there 
is good reason to believe that prices would further advance. 

(10) In view of the mutual stake of farmers, consumers, labor, and business in 
economie stabilization, I believe we should give the price orders a fair chance to 
work, or those who now complain should come forward with a better plan. 





552 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


TaBLe 1.—Recent changes tn livestock numbers, meat production, and related factors, 
United States, 1935-39 to 1951 





Item 


1935-39 
aver- 
age 





Livestock on farms, Jan. 1: 
Beef cattle 
Dairy cattle 
All cattle 


Livestock feed balance (years be- 
ginning Oct. 1): 
Cees animal units 
ed.2 


Total feed concentrates fed 3__ __ 


Total utilization of feed concen- 
trates.‘ 

Total production of feed con- 
centrates.5 

Carry-over at beginning of year 


do 





Million head.... 


31.4 
35. 4 
66.8 
51.2 
43.9 


41.9 
26. 8 





143.7 | 


93. 5 
104.7 


107.9 | 


10.7 





Sesser 
Pie ON 
cow SO®rNoO 


155. 9 


112.2 
125. 8 


120.5 
13.9 





= - 
8 82 
C=) 


_ 
os 
ss 
bt 








152.0 
31.2 








1 Forecast. 


2 Number of each type of livestock fed during the year weighted according to its average grain require- 


ment per head. 


3 Includes corn, oats, barley, grain sorghums, wheat, rye, and byproduct feeds fed to livestock. 
* Includes all feed concentrates fed to livestock plus feed grains used domestically for seed, food, industria] 


uses, and exports. 


5 Production of feed grains, plus wheat, rye, and byproduct feeds fed to livestock. 


TABLE 2.— Trends in livestock numbers and meat production, United States, 1929-51 





Number on farms Jan. 1 


Pig crop 





All cattle 


Beef cattle 
and calves 


Sheep and 
lambs 


Spring 


Pp 
duction 








Million head 
9 


61.0 
63.0 
65. 8 
70.3 
74.4 
68.8 


DW WW Ws IDDDDD 
BBARASIRSARSS 
NRPOWNOCRMNON@w 


oo 43°) 0 
SSeS 
noe wre 








Million head 
i 
27.9 
29.1 
30. 4 
33. 4 
36. 4 
32.5 
32.4 
31.2 
30. 5 
30. 4 
31.9 
34. 4 

37. 
41.0 





Million head 
8. 4 


oo to Go oe ‘ — —_— e 
PSSEASKSSaSSRESSSASSSSSR 
ANN WO RIDIN OR WH DOH OOH OND 





Million head 
50. 5 


S Oooo ana ~ “) 
SSESECSASSSSSESESSRSRSS 
IOP WWD DNHK BONWa 





Million head 
25. 6 
24.8 


SASSSSSASASSRERBASES 
NN CHOUMOAWDAWUBMDOWOM IED 


Billion pounds 
carcass weight 


ON ee ONN OO oc 


88 
— 








1 Forecast. 
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TaBLE 3.—Feed consumed by livestock: Percent of all concentrates and corn including 
corn tn stlage consumed by different kinds of livestock, United States, year beginning 
Oct. 1, 1949, and 1950 





1949 1950 ! 





Kind of livestock | | 
All concen- . All concen- | 


trates trates Corn 





Percent Percent | 
18.1 | 
3.8 S. 
7.4 1. 
4. 6 4. 


Percent 
12. { 


~ 
_ 


; 
| 
| 
| 
| 


_ 


Sheep 

Hens and pullets j 
CN ee ee ae 
Broilers raised 


~ 
_ 
] 


Sil pesenon, 
[—) OWOMNOARAL 


COSCN eC eh 


a 
POPE AROS, Prog 


o 
we 





Pa - 
SSP PrN w, BNw& oD 
SC] COSMO Warm EAT 


S 


- 
S 
Co; noe 


= 








| 
| 
| 
| 


! Preliminary; partly forecast. 
Source: Bureau of Agricultural Economics. 


Tape 4.—Meat and poultry: Trends in consumption per person and in total 
production, United States, 1929-61 





| Per capita consumption Total production 








Meat, Poultry, 
Meat Poultry Total | Carcass dressed 
' weight weight ! 








| Billion Billion 
Pounds! | pounds pounds | 
130. 4 16.1 
128.3 


BS 
on 
— 
oO 
=~ 


16.0 


7 
- 





tot 
= 

-— 
ona 
woe 


-SSRSSSENSSRESSSSENE! 
COMI HOM HON ONIN S810 
~ 
ao 
oo 





> S> oS 
TSSROSSODS ROS SS 
DONIRK ROH OOORH 


— i 
ee SO 
ar 


- 
or 
—_ 





31. 
32. 


CP RP Ph PLO WORN NINN NNN 


| 
i 
| 
| 
i 





! Tatal production*of poultry includes a 10 percent addition to chickens consumed on farms and sold 
from farms to allow for nonfarm production. 

2 Includes production under Government emergency programs. 

3 Partly forecast. 


Source: Bureau of Agricultural Economics. 
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TasLe 5.—Changes in civilian consumption of meats and poultry, United States, 
1935-39 to 1951 


{Pounds per person] 





a Prelimi- 

se Aver- 3 1950, | nary indi- 

Commodity age, prelim-| ‘cation f 
1935-39 inary | 951 





Meats, carcass weight: 
‘otal 

















Poultry, dressed weight: 
Total 





Chicken 
Turkey 














Total meats and poultry 











Source: Bureau of Agricultural Economics. 
TABLE 6.— Meat consumption and family income, urban families, United States, 
spring 1948 


{Pounds per person, retail weight] 





Meat purchased per week 
Family income class 





Beef! Pork! Other ? 








$4,000 to $4,999_........_.- 
$5,000 to $7,499. .____- 


0. 64 

7 
4 ‘ . 82 
$3,000 to $3,999_ . ___ 7 , . 99 
1.08 
1.08 
$7,500 and over_____ 1.18 














! Carcass cuts only. 
2 Includes lamb, mutton, veal, prepared meats, and offals. 


Source: Compiled from reports of the Bureau of Human Nutrition and Home Economics, 


TasLe 7.—Changes in meat prices and related factors, United States, June 1950 to 
March 1951 





| Percent 
increase 





Consumer prices (BLS): } 
All items 1935-39 = 100 


Pe Sivdncnn kab aeees bdckaae 1935-39 = 100 
F 1935-39 = 100 


1935-39 = 100 
1935-39 = 100 
1935-39 = 

1935-39 = 100 
1935-39 = 100 





_ 








—_— ) 
Pa |B al od sell Bol | eed 








KAHAaon!i nil &ol 








Wages and incomes: 

Average earnings of factory workers (BLS): 
cai itd nhc tenleie cuidate ssaisanatecnecelee Dollars 
Weekly —— 

Disposable personal income: 
Total vay Billions of dollars 2- 
Per person Dollars ? 

















1 Preliminary. ? April to June 1950. 
3 Seasonally adjusted annual rates, 4 January to March 1951. 





i ee 


. a Se 


—_ 
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TABLE 8.—Quantity of various meat items that could be purchased with 1 hour of 
factory labor, United States, selected periods, 1929 to 1951 





| | | 

sail ; sy | June | March 
C C | ¢ 

Item Unit 1929 1939 1947 1948 1949 1950 | ‘1950 1951 





Beef and veal: 
Round steak 


Nowe 
~I = 00 
a! 


Chuck roast........]..- 

Hamburger... ---- 

Veal cutlets... ...... 
Pork: 

Pork chops----..---- 

Bacon (sliced) 

Ham (whole) 

Salt pork : te cs diaanri cael : eZ 
Lamb: Leg of lamb Re Yee ee | a ‘ 9 | 


~) 


_ 
on 
aInkonm 





— 





noK Oo PTE 
he bob 


Ne~wnr 
OND!) 


bone 
errr 











a 


} 
| 





Source: Prices and factory earnings used were compiled from Bureau of Labor Statistics data, 


TABLE 9.—Prices received by farmers for meat animals, parity price, and price 
received as percent of parity, 1935-89 average—by years, 1947-50; by months, 
1950-51 





Beef cattle Hogs Lambs 





Price | Price Price Price Price | Price 
received | Parity | received | received | Parity | received | received | Parity | received 
by price as by price as by | price | as 
farmers | per 100 | percent | farmers | per 100 | percent | farmers | per 100 percent 
per 100 | pounds? | of per 100 | pounds? of per 100 | pounds?! of 
pounds! | parity | pounds! parity | pounds! | | parity 

| 
! 





Percent Percent | Percent 
1935-39 average - - .- $6. 5. 89 | 95 $8. 39 . 79 7.79 | As 104 


50 | 148 | 24. 20 145 .40| 13.5 * 152 
3.40} 167 | 23.30 129| 22.70] 14. 156 
3.10} 152] 1830] 17.6 104} 22.70} 14. 159 

40} 133 | 18.20] 19. 95| 24. 129 


| 


BY MONTHS 





1950—January - - - -- 19. 
February -- -- 20. ! 
21.2 
(See 21. 
pe 
23.7 
duly: .... 24. 
August --..- 24. 20 
September. 24. 60 
October___-- 24. 20 
November_. 24. 60 
December 25. 20 8. | 141 
1951—January - - -- 27.00 : | 141 
February ..-- 29. 00 9. | 149 3 
29. 70 19.70 | 151 21. 20 | 
April 30. 20 19. 90 | 152 20. 60 | 


} 


























1 Annual prices are unweighted averages of monthly prices. 

2 Parity through 1949 is computed from the standard formula then in effect. Parity beginning January 
1950 is the effective parity as currently calculated and published. As of January 1950 the new parities ex- 
ceeded those calculated from the old formula by $3.80 for beef cattle, $1.20 for hogs, and $4.40 forlambs. The 
new parities reflect average price relationships between meat animals and other farm products during the 
most recent 10-year period. 


Source: Bureau of Agriculture Economics. 
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TaBLe 10.— Average retail prices and marketing margins for beef and pork, United 
States, 1947-51 





Beef Pork, including lard 





: , -ercen ?-erce 
Period ary Net 2 retail | Retail Net pee eat 
Choice farm | Margin | price re- bapa farm | Margin | price re- 
grade ! value ceived by value ? ceived by 

farmers farmers 


price 








By years: Cents ent: Cents Percent Cents , Tents Percent 
1947 61.1 .2 16. 73 7.2 33. 6 3. 71 
73.7 3. 20. 72 47.5 
66.8 5. 6 21. 3 68 41.1 
73.5 . 21. 6 


BY MONTHS 


= 


1947—January - -- -- 
February. ---- 











August ones 
September 
October 
November__.- 
December - - -- 
-January -- 
February 
March 
April. --.- 
May 
June__-- 
sy ......<- 
August. - - 
September _____| 
October 
November 
December 
January 
February 
March 
April. -.-. 
May.. 
June 
July 
August f. 
September _.___| 
October 
November - 
December _____| 
January 
February 
March 
April. _. 
May..-- 
June 
July 
August Be 
September. ____| 
October........| 
November 
December 
1951—January . 
February______| 
March....____.] 


| | 
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1 Called Good grade until Dee. 31, 1950. 
2? Value of weight in live animals equivalent to 1 pound of meat at retail. Excludes value of byproducts. 
Source: Bureau of Agricultural Economics. 
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TaBLE 14,—Prices for feeder cattle at Kansas City, and shipments of feeder cattle 
from 6 markets, June 1950 to date 





Price at Kansas City, per 100 pounds 





Number of 


+ stocker and 
Good and 500-800 pound stocker and | feeder cattle 


choice, stocker feeder steers shipped from 
and feeder 5 markets ! 


steer calves Choice Good 








Head 
1950—June . 29. $27. 73 60, 820 
July 30. 06 30. 2¢ 28. 61 61. 526 
August | 31. 72 30. 36 28. 61 115, 313 
September 32.5 30. § 29. 04 206, 057 
5 é 28. 54 280, 605 
29. 67 218, 008 
Q 30. 21 116, 075 
RRA a D5 ey. SME 5. 8 34. 76 32.10 93, 671 
February 38. 37. 34. 54 73, 707 
March... od clus oie NGG cag aos | . 4 38. 35. 12 64, 283 
April j 41. 00 39. 35. 92 72, 861 


Week ended— 
38.10 37. 34. 60 16, 386 
37. 50 ; 34. 50 13, 852 

















1 Chicago, Kansas City, Omaha, South St. Paul, and Sioux City. 
Compiled from data of Livestock Branch, Production and Marketing Administration. 


TABLE 15.—Gains and feed consumption reported by Illinois cattle feeders, average, 
1946-47 to 1948-49 





| 
. | 
aoe Average | Average 
when 
placed 
on feed 


Feed consummed per 100 pounds gain 


number | weight ee 


of days | at end 
on feed | of feed Corn 
| 





Kind of cattle 
“a Other |Supple- 


grains | ment Silage | Hay 





Pounds Days | Pounds Bushels| Bushels| Pounds| Pounds) Pounds 
333 | 936 7 39 


Calves, long fed 419 7.1 1.17 135 314 

Yearlings: | 

Long fed - - --| 646 300 | 1,111 1. 10.1 . 83 45 213 339 

Short fed____! 670 | 192 1, 000 . 11.1 . 37 51 213 337 

Heavy steers | 851 | 178 1, 159 ve 1: TT 37 60 388 311 
| | | | 
































Source: Compiled from Eleventh Annual Report of Feeder Cattle, University of inois Agricultural 
Experiment Station, September 1950. 


TABLE 16.—Calculated costs of cattle feeding at January-April 1951 average Illinois 
prices for feed 





| ‘ 
poe <a Allowance for a ee Total feeding 
Kind of cattle fed 100-paund nonfeed items ieocna cost per 
gain less credits ! gain head 





Calves, long fed $19. 75 ij $24. 70 $127. 70 
Yearlings, long fed 25. 26 e 31, 58 146. 85 
Yearlings, short fed 25. 70 iy 32.12 106, 00 
Heavy steers 30. 52 ; 38.15 117. 50 

















1 Includes costs of labor, overhead, interest on investment, transportation and marketing, and death 
loss; and credits for manure and gain on hogs. 
2 For gains as shown in table 15. 
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FIGURE | 








CATTLE ON FARMS JAN. I, by CLASSES 


MILLIONS T 
- U. S. total 








80 








60 








Wy 


40 CATTLE OTHER 
THAN MILK COWS 











4 





MILK COWS?t 7 





1880 1900 1920 1940 1960 


WHEIFERS & CALVES NOT FOR MILK, AND ALL STEERS & BULLS O2 YRS. & OLDER NOT FOR MILK 
tT COWS & HEIFERS 2 YRS. & OLDER FOR MILK DATA FOR 1951 ARE PRELIMINARY 
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FIGURE 2 








U. S. PIG CROPS 





MIL. HEAD 
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FIGURE 3 
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FIGURE 4 
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FIGURE 5 
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The CHarrMan. We will adjourn until 10 o’clock. 
(Whereupon, at 11:06 a. m., the committee adjourned, to reconvene 
at 10 a. m., Friday, May 18, 1951.) 
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FRIDAY, MAY 18, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Members present: Messrs. Spence, Brown, Patman, Multer, Mc- 
Kinnon, Bolling, Kluezynski, Wolcott, Gamble, Talle, Kilburn, Cole, 
McDonough, Widnall, Buffett, and Betts. 

The Cuarrman. The committee will be in order. 

Mr. Woods has returned this morning to subject himself to inter- 
rogation by the members of the committee. 

We will proceed. Mr. Cole, do you have any questions? 

Mr. Coxz. If I may, Mr. Chairman, I will waive my turn to Mr. 
Buffett, because Mr. Woods mentioned Omaha, and I think Mr. 
Buffett has some questions. 

The CHatrMan. We will recognize Mr. Buffett. 


FURTHER STATEMENT OF TIGHE E. WOODS, HOUSING EXPEDITER 


Mr. Burrerr. Mr. Woods, I want to turn over to you today a 
chart from a real-estate firm in Omaha, which shows that, in 1949, 
under rent control, the number of apartments available was averaging 
about 500 a month, for 1949, and the number wanted for rent was 
averaging about 1,200 a month. The same figures for 1950 show 
apartments available averaging not far from 1,200 a month, and the 
apartments wanted for rent about 500 a month. 

So the picture had completely reversed itself according to tabulation 
of ads in our local paper. 

I would like to have your people see that, and then I may come 
back to it later. But I have a question or two here that I would 
like to ask you outside of that. 

Would you call rent control a socialistic practice? 

Mr. Woops. No; I wouldn’t. 

Mr. Burrerr. Will you give the committee the benefit of your 
definition of socialism? 

Mr. Woops. Well, it will be a layman’s definition, and neither a 
philosopher’s nor an economist’s definition, but I think socialism is 
an attempt to reduce everything to complete equality in goods of the 
world, in ownership of real and personal property—more or less an 
attempt to move not at the rate that certain enterprising individuals 
in @ community or in a country would have us go, but at the rate at 
which everybody can move. 

Mr. Burrerr. In determining fair rents, do you allow depreciation 
deductions based upon present reproduction costs? 
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Mr. Woops. Where we use depreciation, we use the depreciation 
factor that is used generally by the Department of Internal Revenue 
for income-tax purposes. 

Mr. Burrerr. Then if I have a duplex that I constructed in 1938 
for $10,000, you would allow the depreciation only that was fixed at 
that time by the Federal income tax department for charging off 
that duplex over a period of 30 years, or whatever the period might be? 

Mr. Woops. That is correct. 

Mr. Burrerr. Then if at the end of that period the reproduction 
cost of that duplex was three times its original cost in 1938, the 
investor who owned that duplex would have lost two-thirds of his 
principal, would he not? 

Mr. Woops. Well, we do keep a constant rate of depreciation. 
We don’t permit the reproduction cost of a property to vary the rate 
of depreciation. In that I think we follow the rulings of the Internal 
Revenue Bureau. 

Mr. Burrerr. Now suppose an individual had a duplex which 
cost him $10,000, and the depreciation was based on that, and at the 
time when that duplex is worn out and has to be replaced, he has 
gotten back, from your depreciation schedules, $10,000, but on the 
date when that is completed, he wants to rebuild that duplex, and 
the cost then is $30,000. 

Would you say that he has had a fair deal under that set of cir- 
cumstances? 

Mr. Woops. Well, if he actually builds a duplex to cost $30,000, 
we give him the percentage of depreciation on the $30,000. 

Mr. Burret. But the only place he could get that money to rebuild, 
to keep his same position in tangible property, in this case, is from the 
depreciation allowance on that property; is 1t not? 

Mr. Woops. Yes; if I follow you, he would have to sell that $10,000 
duplex for $30,000, and then build a new one. He would begin de- 
preciating that one on the basis of $30,000. 

Mr. Burrerr. No; at the end of that period, he would have his 
$10,000 back in depreciation, but the $10,000 would only buy one- 
third of that duplex at the time it was charged off by your depreciation 
accounting method. 

Now it is the contention of your Agency that that is a fair method 
for him to try to preserve his capital in the form of a duplex; is that 
right? 

Mr. Woops. Well, we contend that it is a fair method because it 
follows the standard practice in the Government for figuring deprecia- 
tion on real estate. 

Mr. Burrerr. You have mentioned the increase in rentals since 
the war began in Korea. 

What would you say is the average increase in tax rates, both 
corporate and personal combined, since that date? 

Mr. Woops. I don’t know, sir. 

Mr. Burrerr. Would you object to rental reflecting proportion- 
ately the increase in the landlord’s tax costs? 

Mr. Woops. Well, as far as his real-estate taxes are concerned, it 
has been our policy to permit any increase in his real-estate taxes to 
be reflected in his opportunity for getting the rent increases, but we 
have never taken in personal taxes. 
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Mr. Burrerr. What percentage of the average tenant’s income went 
for rent in 1940? 

Mr. Woops. In 1940? 

Mr. Burrerr. Yes. 

Mr. Woops. I don’t have it exactly for 1940, but for 1941—— 

Mr. Burrerr. 1941 is all right. 

Mr. Woops. For 1941, the over-all percentage of income going for 
rent was about 15.8 percent. 

Mr. Burrerr. And what was the figure last year? 

Mr. Woops. The figure last year was about 13 percent over all, but 
I think that when we are considering the percentage of a tenant’s 
income going for rent we have to consider also that, according to— 
I think it is the Federal Reserve Board—there were about 28 percent 
of our people who had incomes of less than $2,000 a vear, and for this 
group—and I believe 28 percent is a substantial number—the per- 
centage of their income going for rent was about 25 percent. 

Mr. Burrerr. How much have average workers’ weekly wages 
increased since 1940 or 1941? Do you have figures on that? 

Mr. Woops. It varies. It is up; it is up quite a bit. It varies 
probably from 70 or 75 percent up, in some cases, to over a hundred 
percent, probably. 

Mr. Burrerr. Well, how much have average residential rents 
increased since that time? 

Mr. Woops. The over-all average increase in rent, I think, accord- 
ing to the latest figures—well, about 28.9 percent. 

Mr. Burrerr. Rents have gone up 28.9 percent since 1948, and 
you say workers’ income has gone up between 75 percent and 100 
percent? 

Mr. Woops. That is right. 

Mr. Burrert. At the same time, you contend the worker is seriously 
threatened with unfairness because of rising rents—because of unfair 
economic treatment? 

Mr. Woops. Well, I think that varies, but I certainly would contend 
that, for a great percentage of those workers whose income didn’t 
go up—and there must be a lot of them if 28 percent still have 
incomes of $2,000 or less per annum—any further rise in their rent 
would be a serious pressure for demands for higher wages. 

Mr. Burrerr. Are wages being frozen? 

Mr. Woops. I certainly think that there is an attempt to stabilize 
them. I wouldn’t want to use the term “frozen.”’ I think, as part of 
our over-all stabilization program, and in line with our mobilization 
program, there is an attempt being made to stabilize wages, and I 
think that is being pretty fairly held to—pretty rigidly. 

Mr. Burrerr. France has had rent control for many, many years. 
Can you tell this committee how people seeking rental facilities are 
faring today in France under rent control? 

Mr. Woops. People seeking rental facilities? 

Mr. Burrerr. Yes, sir. 

Mr. Woops. I imagine they are having a pretty awful time finding 
rental accommodations—those that don’t have them. 

Mr. Burrerr. Have you made any investigation of rent control in 
France? 

_ Mr. Woops. No. I wouldn’t mind. But we haven’t, actually. 
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Mr. Burrerr. You have made no study then, of the comparable 
rent control activities of the French Government, over the years? 

Mr. Woops. No, I haven’t, sir. 

Mr. Burrert. That is all, Mr. Chairman. 

The CuatrmMan. Mr. Woods, I presume that almost all of the manu- 
facturers own their own plants. They are not renters, are they? 

Mr. Woops. Manufacturers? 

The CHarrMan. Yes. 

Mr. Woops. I don’t know the exact percentage, Mr. Chairman, on 
manufacturers. It is a rather difficult figure to obtain. Frankly, I 
don’t know the percentage that do. I would tend to agree with you 
that in the manufacturing class most plants are owned—that is of 
the large ones. 

The CHarrman. As a rule, a manufacturer has to have a plant 
adapted to his needs and I presume the tendency would be for him 
to own his plant. 

Mr. Woops. Particularly the large manufacturers, those in the 
heavy industry. I think if you get into light manufacturing, the 
heavy percentage would be the other way, where a man can adapt 
his business to, for example, space available in loft buildings or in 
warehouses. 

The Cuarrman. What percentage of the small retail and commer- 
cial business rent their space? 

Mr. Woops. The only recent figure I have is from a very recent 
study from a Chicago real-estate firm that specializes in real-estate 
economics, and their estimate is—and, of course, now I must limit 
this to the city of Chicago, because their stuff is more in Chicago— 
but they say that about 80 percent of retail business is carried on in 
stores. 

Now how many own the stores and how many rent, I don’t know. 

Based on my own experience and that of other real-estate men I 
have talked to, the majority of retail establishments rent rather than 
own. 

The CuatrmMan. What has been the average increase in rents for 
those people. I have heard a good many of them complain. 

Mr. Woops. Last year there was a study conducted by the Senate 
Small Business Committee, with respect to stores, a study conducted, 
I believe in seven or eight cities, and their figures showed that—I 
would rather read this to be‘accurate—they surveyed six cities, and 
in the six cities surveyed the average increase in commercial rents 
was 78.5 percent, while the average increase in residential rents in 
the United States was 26.3 percent. 

In other words, I presume that is in a 10-year period, from about 
1939 to 1949, or else 1940 to 1950. 

The CHarrMAN. Well, location is very important to them. It in- 
volves good will, and so on, and men hesitate to move, as it would 
affect their business. 

Mr. Woops. It certainly is important, sir. 

Mr. Patman. Mr. Chairman. 

The CHarrMan. Mr. Patman. 

Mr. Parman. May I interrupt just a moment to read one para- 
graph of a letter that I am writing to Mr. Martin, Chairman of the 
Federal Reserve Board, asking for certain data. I will just read this 
one paragraph so as to let you know what it is: 
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I refer to the data your staff has obtained at regular intervals from the various 
automobile manufacturers. Knowing that each company has submitted its sales 
and auto inventory figures on the understanding that the records of no company 
would be made public, I do not ask you for data that would disclose, even for a 
confidential congressional study, the confidential trade information of any single 
company, either by name or otherwise. 


Then I outline the data that I would like to have, which I assure the 
committee will be beneficial to the committee in passing on this bill, 
and I ask unanimous consent to insert the letter in the record after the 
testimony of Mr. Wood, and that Mr. Hallahan, the clerk of the 
committee, follow it up and get the information as soon as possible. 

The CHarrman. Without objection, that will be done. 

Mr. Mutter. Does that call for information on all consumer credit? 

Mr. Parman. No; on just the automobile industry. They have 
gotten the information on that, I know. 

(The letter referred to by Mr. Patman is as follows: ) 


May 17, 1951. 
Hon, Witiiam McCuesney Martin, Jr., 
Chairman, Board of Governors, 
The Federal Reserve Board, Washington, D. C. 

Dear Mr. Martin: It now is of vital importance to certain of our Congres- 
sional deliberations to obtain from the Federal Reserve Board some of the informa- 
tion your staff has been gathering on automobile sales and inventories of cars in 
the hands of dealers and factories since you adopted Regulation W which placed 
a 21-month limitation on auto credit in September, 1950, and the 15-month 
limitation last October 16. 

I refer to data your staff has obtained at regular intervals from the various 
automobile manufacturers. Knowing that each company has submitted its sales 
and auto inventory figures on the understanding that the records of no individual 
company would be made public. I do not ask you for data that would disclose, 
even for confidential congressional study, the confidential trade information of 
any single company, either by name or otherwise. 

What is needed are figures totaled up for two different groups of automobile 
manufacturers, namely: 

1. One set of tables and tabulated information concerning General Motors 
Corp., Ford Motor Co., and Chrysler Corp. 

2. A second tabulation summing up reports from all the independents reporting 
to you, it being understood that the independents are considered to be Hudson, 
Nash, Packard, Kaiser-Frazer, Studebaker, Willys-Overland, and Crosley. 

It is desired that each such tabulation show the following by months from 
January 1, 1949, to the last reporting date (including domestic passenger cars 
only, excluding any sales to governmental agencies) : 

1. Retail sales by dealers of new passenger cars. 

2. Dealer stocks of new passenger cars. 

3. The factory stocks of new passenger cars. 

4. Retail sales by dealers of used cars. 

5. Inventories of used cars in dealers’ hands. 

Since flexibility in the administration of the Federal Reserve Board credit 
regulations has been emphasized, your staff no doubt has gathered information 
concerning employment and production in the auto industry. It would be 
helpful if you could advise concerning such data on employment over this period. 

Will you kindly forward to me as soon as possible all of the above information 
as you have readily available, in order that there be no delay in case your staff 
wants more time in which to assemble certain of the data? 

You will understand why an early response will be especially helpful, since 
our House Small Business Committee is concerned with what is happening to 
small enterprises, and other committees on which I serve, namely, the House 
Banking Committee, the Joint Committee on Defense Production, and the Joint 
Committee on the Economic Report, also have inquiries now in progress in which 
effects of Regulation W need to be carefully weighed. 

Sincerely yours, 
Wriacut PatMan. 


(The information referred to in above letter is as follows:) 
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BoarpD OF GOVERNORS OF THE 
FrpDERAL RESERVE System, 
Washington, May 25, 1951. 
Hon. Wricut PATMAN, 
House of Representatives, Washington, D. C. 

Dear Mr. Patman: I can well understand the interest expressed in your letter 
of May 17 regarding the information available for review of the effects of regula- 
tion W. Necessarily under a general program of restraining inflationary develop- 
ments some individual producers and distributors are affected more than others. 
Our primary concern in administering regulation W is the general public interest 
and as a result we must consider the total markets for automobiles and other 
consumer durable goods as they relate to the general economic situation. 

As you well know, the most important national economic problem is to preserve 
the purchasing power of the dollar. This is a many-sided problem which will 
require the cooperation of all groups in the economy including the eontribution 
that consumers can make by postponing expenditures and increasing the amounts 
they save. Restraint «-n consumer installment credit is only one part of the 
general program of combating inflation through the use of credit, fiscal, and 
monetary measures, but it is an important part. The threat to the stability of 
the dollar created by the present emergency is so great that all available measures 
should be employed until it is certain that inflationary dangers have passed. 

With respect to the request for certain specific data about the automobile 
industry, I want to assure you of our desire to cooperate in every practicable 
way in supplying you with such information as we have available in connection 
with the administration of regulation W. In this instance, however, your request 
presents a special problem to us, the nature of which I want to explain. These 
particular data are highly strategic in private competitive relationships. The 
figures were supplied to us only with the understanding that they would be given 
the same confidential treatment accorded to bank examination reports. In 
several important cases we were able to obtain the data only after protracted 
negotiation and on the basis of the personal assurance by the former Chairman 
of the Board to the presidents of the companies that the data would not be re- 
leased in any form. We have adhered strictly to this understanding, even to the 
extent of not referring publicly to our collection of the data, 

Another aspect of the request, which I am sure you will appreciate, is that a 
wbreakdown of the figures along the lines which you mention would run the risk of 
disclosure of individual company operations, a risk which, as I understand your 
letter, you do not ask us to assume. To illustrate, if data were made available 
separately on the combined operations of the three largest companies, it would be 
possible for any two companies by an exchange of reports to calculate the figures 
for the third. Even though there were no exchange of reports, it would still be 
possible for one large company to approximate the figures for a second major 
competitor and thus calculate the position of the third large company. 

Since the receipt of your letter I have received an inquiry from Mr. William J. 
Hallahan, clerk of the House Banking and Currency Committee, for data on 
consumer durable goods other than automobiles. The Board’s staff is now en- 
gaged in preparing a special, confidential review of the current position of both 
automobile and other consumer durable goods for the information of the Board. 
This review should be completed next week and I will be glad to send one copy to 
you directly and also to make copies available through Mr. Hallahan to all of the 
members of the Banking and Currency Committee. This review will include 
various charts and tabular material which should be of assistance to you and the 
other committee members in assessing the effects of regulation W. 

In the meantime, on the basis of information available to us, it is possible to 
make the following general observations about the automobile market situation 
which should be of interest to you. 

1. Retail sales of automobiles as well as most other consumer goods have not 
shown their usual seasonal increase this spring from the exceptionally high rates 
reached last winter. Sales of both new and used cars, however, have continued 
close to the previous all-time high reached, for this period of the year, in 1950. 
As shown in the attached chart, total registrations of new passenger cars in April 
were indicated to be at an annual rate close to 6,000,000 cars. Scattered pre- 
liminary information indicates that registrations for May may be at a moderately 
lower rate. 

2. Total stocks of new cars have shown some rise since the end of February and 
are substantially above the very low levels of a vear ago when output was cur- 
tailed by a 100-day strike at the plants of one major producer. Stocks, however, 
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are still equivalent to less than the usual proportion held at this season of the year 
in more normal times. 

3. Dealers’ stocks of used cars apparently showed a large seasonal rise in the 
fourth quarter of last year but have changed little since that time. Used car 
prices have shown fairly marked declines from the advanced levels reached last 
winter. Prices, however, are still higher relative to new cars and year-ago levels 
than at the same time last year. 

4. The volume of passenger-car output this year has been influenced by the 
limits of metal supplies—because of market shortages or Federal controls—as well 
as by changes in retail sales. A general order reducing use of steel for passenger 
‘ars, as Well as other consumer durable goods, to 80 percent of average use in the 
first half of 1950 was made effective April 1. Passenger-car production declined 
about 15 percent in April from the advanced rate reached in March and has been 
reduced somewhat further in May. Current production rates, however, of 
116,000-118,000 per week are only slightly below the average rate in the first half 
of 1950, mainly because of exemptions to the general steel order granted individual 
producers, 

5. It may be noted that during the first 4 months of this year when 2,001,000 
‘ars Were produced, about 324,000 of these were built by the seven companies 
other than Chrysler, Ford, and Generai Motors, according to published trade 
statistics. Thus, these smaller companies accounted for 15.4 percent of total 
output, as compared with an average of 12.9 percent during the whole of 1950 
and 13.8 percent during the first half of 1950. 

6. Total employment in the automobile industry, according to the BLS figures 
shown in the attached table, has been at record levels throughout most of the 
past 12-month period. In April, however, employment has probably declined 
by about 40,000, or about 4 percent, as a result of the 15 percent curtailment in 
output of passenger cars. Since total output of the industry, including trucks, 
replacement parts, and ordnance, as well as passenger cars, has been generally 
maintained in May at the April rate, employment in May is likely to show little 
change. Beginning in July present Federal schedules for nondefense steel con- 
sumption by the industry call for some additional curtailment in output of 
passenger cars. These reduced rates of output can be expected to limit the 
expansion in total stocks of ears, if sales of most makes continue close to present 
rates. 

7. Although consumer demands for durable goods have recently been less active 
than during the extraordinary period of scare buying last winter, the total market 
for goods in terms of buying power is certainly larger than ever before. Govern- 
ment expenditures for defense activities have doubled since last summer but still 
account for only 10 percent of total output while in the year ahead they are 
scheduled to double again. Private investment outlays are at new peak rates. 
Consumer disposable incomes are running at an annual rate nearly 25 billion 
dollars, or 12 percent greater than a year ago, while consumer prices are up about 
10 percent. 

during the current lull in consumer buying, influenced in part by installment- 
credit restrictions, stocks of consumer goods have increased, and thus eased the 
upward pressures on prices. Such an abatement of pressures has been the primary 
objective of the antiinflationary program. There is no evidence as yet that 
stocks of goods over-all have reached the point where they have resulted in reduc- 
tions in total production or aggregate employment. Some shifting of employment 
from civilian to military production has been an objective of national defense 
emergency policy. 

I assure you that we are watching very closely developments in the economy 
generally and in specific markets and if it is deemed advisable and in the public 
interest we are prepared either to relax or strengthen those measures of control 
for which we are responsible. At the present time it appears that, largely because 
of the national defense program, underlying economic conditions are still on 
balance inflationary, even through inflationary pressures temporarily have mod- 
erated. It seems to us that a time when security of the free world is at stake we 
should take every precaution to safeguard national economic stability in order 
to meet the threat of inflationary developments in the period ahead when defense 
expenditures will be rising considerably further. 

Mr. Hallahan in his letter mentioned that a copy of your letter to me of May 17 
was made a part of the record of the House Banking and Currency Committee. 
Accordingly, you may wish also to insert in the committee’s record this reply 
to your letter. Please be assured that I will have no objection. 

Sincerely yours, 
Wa. McC. Martin, Jr. 
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Mr. Mutrer. May we not ask, then, that they get it on all con- 
sumer credit? Because I received any number of complaints, as I[ 
am sure other members have, too, as to how those regulations are 
being written and enforced, and some of these trades do think they are 
being unfairly discriminated against by those regulations. I think we 
ought to have that in addition. 

The CHarRMAN. Without objection, that request may be incor- 
porated, and the Federal Reserve Board will be asked to give us what 
information they have on consumer credits. 

Mr. Mutter. Mr. Chairman. 

The CuHarrMan. Mr. Multer. 

Mr. Mutrer. Mr. Woods, do you have any figures on the percent- 
age that rents bear to the over-all overhead of industry? I know it 
will vary from industry to industry, but do you have any figures on 
that subject at all? 

Mr. Woops. Yes, sir; we have some figures. 

Mr. Chairman, may I ask Mr. Davis, of my staff, to read what 
figures we have on that subject? Because they are from Treasury 
Department reports and Mr. Davis can explain how the figures are 
arrived at. 

The CHAIRMAN. Surely. 

Mr. Davis. This is a Treasury Department release of September 22, 
1950, based on the statistics of income for 1947. 

Mr. Mutter. 1947? 

Mr. Davis. Yes. 

Mr. Woops. That is the last available. 

Mr. Davis. Just reported in 1950. They have a breakdown of 
corporations, by asset classes. 

Now, in the group, with assets under $50,000, rent amounts to 14 
percent of the gross sales, less the cost of goods. It amounts to 11.6 
percent of all the items which comprise operating costs. And it is 
79 percent higher than the net income of that group of corporations. 

Mr. Mutter. Do you have the same set of figures for those over 
$50,000? 

Mr. Davis. Yes, there is a breakdown. There are about seven or 
eight other classes. 

If I may, I will give it for all the groups first, and then any particular 
class you would like. 

Rent is 4.5 percent of gross sales, less cost of goods. It is 6.2 
percent of operating costs. And it is 10.1 percent of net income. 
That is for all corporations. 

Mr. Mutrer. I think that is sufficient for the purposes of this 
record. 

There isn’t any doubt but what, as vou raise commercial rents, the 
product of that industry must necessarily go up in cost. 

Mr. Woops. That is true, sir. 

Mr. Mutrer. And if Mr. DiSalle’s agency is going to enforce the 
law as we expect him to do fairly and equitably and still preserve 
the profit motive, he will have to take into account increases of 
rents and allow prices to go up in certain commercial enterprises. 

Mr. Woops. I would say if you are going to treat, particularly your 
small-business man and small merchant fairly, if his costs go up, you 
are going to have to break through the ceiling, and I feel that rent 
certainly is one of those costs, and I know certainly Mr. DiSalle wants 
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to hold those ceilings. Then I think the only fair thing-for us to do 
is to make sure that those costs are stabilized also. 

Mr. Mutter. And we are told that 90 percent of the industry of 
this country is small business, and if we are going to use that small 
business in the defense procurement effort, and their rents go up, the 
cost of defense procurement to the Government must necessarily go up. 

Mr. Woops. That is correct, sir. 

Mr. Mutter. Now, in asking for the right to control commercial 
rents, is it your idea that they e. controlled right across the country 
from one end of the country to the other, including all trades and 
industries, retail and wholesale outlets? Or would it be done on a 
selective basis, wherever the need was shown in a particular area? 

Mr. Woops. Mr. Congressman, it would be done, and in my mind 
should be done, on a selective basis, where the need was shown, 
because I feel that just as in residential rental property, your greatest 
deterrent to rent increases is an adequate supply, and we will have 
many communities, in this present emergency, where we will not have 
to impose residential rent controls, because the supply will keep rents 
in line. 

I visualize the same thing in commercial rents, because, certainly, a 
storekeeper is in a bargaining position if, in his community, there are 
plenty of stores available to rent. 

So it would be on a selective basis—selective both by locations and 
by types of establishment. 

Mr. Mutrer. Do you know what the average increase has been in 
the city of New York, in commercial rents, in the last 2 years? 

Mr. Woops. I do not have any figures on rents of stores, but I 
have some very late figures on increases in office rents in New York, 
figures, I believe, that ‘certainly show a trend. 

The General Services Administration, who acts as the negotiator 
for all Government space throughout the country, where they rent, 
in buildings other than their own, gave me figures just a couple of 
days ago, broken down by regions. They did specify, in New York, 
but I will refrain from giving the addresses of the buildings unless it 
is absolutely essential, but I would like to give these. 

These are current increases, just since June of 1950—that is, in- 
creases In cost per square foot, for rental space, that the Government 
of the United States must rent, from June 1950 to May 1, 1951. 

The percentages in these various buildings: 33 percent, 40 percent, 
29.5 percent, 42.8 percent, 15.3 percent—the over-all percentage in- 
crease for New York City is 32.1 percent, that the Government has 
been forced to pay in increased rental in just 1 year. 

Mr. Mutter. Is that in new buildings or old buildings? 

Mr. Woops. From a couple of the addresses that I recognize, they 
are old buildings. I would not say they are all old, but I do recognize 
a couple of them, because we have been tenants in New York ourselves. 

Mr. Mutter. And that has been done in the city of New York 
where they have what they call a “commercial rent law’’? 

Mr. Woops. That is true, sir. 

Mr. Mutter. But the commercial rent law there permits the land- 
lord and the tenant, or the prospective tenant, to make an agreement, 
and agree on whatever rent the tenant is willing to pay? 

Mr. Woops. That is true. 

Mr. Mutrer. In other words, they have rent control only where 
the tenant and the landlord do not agree, on commercial rents? 
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Mr. Woops. Well, even then the tenant is not in a very good posi- 
tion to argue, because if the tenant and landlord, as I understand the 
New York commercial rent control law, fail to agree, the matter goes 
to arbitration, and arbitration is decided on the basis of what rent the 
landlord should get based on an 8 percent return on his—now I 
don’t know whether it is investment or value. But it is an 8 percent 
return—I guess it is based on the assessed value. 

Mr. Mutter. Assessed value, fair value, or cost, whichever is 
higher. 

Mr. Woods. I see. 

Mr. Brown. Some people think that the representatives of the 
Government are not very good traders. 

Mr. Woops. Well, sir, | would consider, though, that they would 
be awfully good tenants. They certainly pay their rent on time, they 
have no children, if they break anything they have to pay for it them- 
selves, and I think traditionally, Mr. Congressman, the Government, 
as a tenant, has always been entitled to a lower rent because of the 
security of the tenancy. 

Mr. Parman. I don’t know of any leases where the Government 
gives much security. Do they not have a cut-off clause? 

Mr. Woops. Up until the present time I thought that was univer- 
sally true, but according to these reports that have come in, because 
of the present tightness of office space, now landlords are insisting on 
leases without that Government cancellation clause. 

Mr. Patman. Do they get it? 

Mr. Woops. Well, they have to. There is no other space. 

So that is a new wrinkle which does not add—— 

Mr. Parman. Well, that is an exception, is it not? And not 
the rule? 

Mr. Woops. According to these reports it apparently is going to be 
the rule after this July 1, if they want the space. 

Mr. Patman. Thank you. 

Mr. Mutter. On the point of the Government’s bargaining ability, 
I want to say this: That the New York, Pennsylvania, New Jersey, 
and Delaware region, of General Services Administration, is under the 
direction of Walter Downing whom I know very well and who is doing 
an excellent job, and who has a very fine man in charge of his real 
estate department in order to obtain space of every type that the 
Government needs for its various departments. All of that is now 
concentrated in General Services, so they get the space for all the 
Government agencies. 

I know they are doing a good job, and doing good trading. I know 
of one instance where there was a vacant building on the market being 
offered at $1 per square foot rental, and when the Government came 
in to dicker on it, they said ‘‘We will let you have it for $1.50,’’ so 
Mr. Downing very promptly said, ‘We are going to take it from you 
by condemnation at the same price you have been offering it to the 
rest of the world. There is no reason why the Government should pay 
you any more,” and that is what is being done. So our Government 
agencies are well aware of the situation that there is an attepmt to 
get more money from the Government because it is the Government, 
but at least in our area they are not going to let those landlords get 
away with it, and they are going to get it at a fair rental even if it 
becomes necessary to go to court to get it. 
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Mr. Brown. Well, you realize that the Government usually just 
rents temporarily, and should pay a little higher rent than those who 
rent on a more permanent basis. 

Mr. Mutter. The difference was in this particular instance, Mr. 
Brown, they were not looking for it for war purposes, this was a 
permanent Government agency that was to be moved in there on a 
permanent basis. 

I think that reflects what is going on throughout the country, so 
far as commercial rents are concerned. If we do not do something 
about it, we are going to be in trouble, particularly so far as the cost 
of procurement to the Government is concerned. 

Now with reference to dwellings, we also have a very serious 
situation, where we are building new defense areas, or where the 
Atomic Energy Commission is going into new areas to build new plants 
Unless we do something about the rental situation in those areas we 
will be in trouble too, because the people who will have to work there 
will have no place to live. Is that not so? 

Mr. Woops. That is true, sir. 

Mr. Mutrer. And there again it is not your intention to use this 
over-all power to control dwelling rents, so as to blanket the whole 
country with rent control, but you are going to do it on a selective 
basis, picking out only the areas where rent control is necessary. 

Mr. Woops. I think the best indication of our intention there, sir; 
is to tell you that we are getting ready to appear before the appropria- 
tions committee, and naturally they want to know if we do get a new 
rent law, how large an agency we are going to have to have, what it is 
going to cost and what we intend to do. 

Those figures are practically complete. Our present staff is very 
close to 2,500 people, controlling about 6,700,000 units. 

We estimate—we cannot estimate beyond, but we estimate that by 
January of 1952, the maximum number of units that will be under 
control will be around 9,700,000, with an increase in staff to about 
3,800 people. 

At the peak of rent control, when there were some 16 million units 
under rent control—and even then I would not say that the country 
was completely blanketed, but at the peak, when there were some 16 
million units under control, the agency had about 8,000 people on the 
payroll. 

Our first critical job, of course, is to get rent control in around these 
military installations where it is so desperately needed, but, of course, 
even beyond that, in certain communities where the industrial mobili- 
zation is beginning to roll, and the impact will be felt. 

The CHarrMan. You have no authority to control any rents on 
military installations. 

Mr. Woops. To control rentals on military installations? 

The CHatrMan. Yes. 

Mr. Woops. No, sir. 

The CuatrMan. The control is exercised by the authority in charge 
of the installation. 

Mr. Woops. That is true. 

Mr. Mutter. Every time rent control comes up somebody is 
bound to ask, as you were asked today, about the situation in France 
with rent control. 

Have you been to France since they have had rent control? 
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Mr. Woops. No, I have not, Mr. Congressman. 
Mr. Mutter. From what you know of the situation, their situa- 
tion is not at all comparable to that which exists in this country, is it? 

Mr. Woops. I do not know the rent control situation, but I do not 
think that France’s economy is comparable to ours. 

One of the arguments that I have always heard concerning France 
is that one of France’s big problems is lack of new construction. I 
certainly do not think that there has been lack of new construction 
in this country. I think we have completed about 7,000,000 new 
dwelling units since 1940, and that is certainly an impressive figure. 

As a matter of fact, if you look at the over-all picture of new units 
on the market, new families formed, we ought to have enough housing 
in the country. 

Our trouble is that this present emergency has caused temporary 
dislocations. 

Take this little place where I visited, Camp Lejeune, N. C. 

Here is a town of 4,000 people. In normal times that would not 
vary too much between different census times. 

But todavy—and this is no secret, I am sure—with some 40,000 
marines at Camp Lejeune, with 60,000 expected by June 1, and in a 
town of 4,000 people, you have got a tremendous dislocation, and 
that is the situation that makes rent control necessary, even though, 
if you take the total amount of new construction in the last decade, 
and the total amount of new families, you ought to have enough to 

o around, and in mnay places we do have. Therefore, there is no 
ie shies for us to even think about going in those places. 

Mr. Mctrer. It was estimated I think that it would take 10 years 
from World War II to catch up with the need for new housing if there 
had been no increase in population during that 10-year neeiad is that 
not right? 

Mr. Woops. I think that at the time that this committee and the 
Senate committee were considering our over-all housing policy, those 
were the figures that were cited, yes, sir. 

Mr. Mutter. And we do not want to stop, or try to stop the 
increase in population. 

Mr. Woops. No, sir. 

Mr. Mutter. One other thing. 

Whenever we talk about rent control, there are some people who 
come in and tell us that if you have rent control you are going to get 
no new construction. 

Is it not a fact that new construction has gone on, of dwellings, in 
those areas where we did have rent control? 

Mr. Woops. That is true. 

On that subject—and of course this is an opinion, but I believe it 
is shared by many of the industry economists—the rate of new con- 
structions is controlled directly by the amount of liberal credit 
extended or guaranteed by the Government. 

If the Government is liberal in guaranteeing mortgage terms, you 
are going to have new construction whether you have rent control 
or not. 

If the Government begins to tighten up on its credit terms, on its 
liberalization of credit terms and of guaranties, you are going to 
have a shrinkage of new construction. 

The builders of the country have done a good job, but I do not agree 
with them to the extent that they are blowing their own horn. They 
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have done a good job in direct ratio to the liberality of the 
Government. 

Mr. Mutter. There is one area that has had rent control ever 
since Federal rent control was imposed in this country—and that is 
New York. 

We have had rent control, and still have rent control there on 
dwellings and commercial property. Yet I think the average new 
construction there has been above that of the rest of the country, 
has it not? 

Mr. Woops. New York has had a lot of new construction. I do 
not know the exact figures. But I do know that in certain com- 
munities where we were able to compare communities of similar size, 
where we were able to check them, new construction under control 
and new construction under decontrol, it does not bear out this 
contention that rent control stifles new construction. 

For example, Spokane, Wash., was decontrolled. 

Seattle, Wash., remained under control. 

Five months after decontrol, in Spokane, new construction increased 
72 percent. 

In Seattle, which is still under rent control, it increased 75 percent. 

In Knoxville, Tenn., 7 months after decontrol, new construction 
increased 9 percent. 

But in Nashville, still under rent control, it increased 198 percent. 

Let’s take a couple of southern towns. 

In Shreveport, under control, for a7-months period, new construction 
increased 121 percent. 

But in Tampa, which was decontrolled, in the same period new 
construction decreased 15 percent. 

So I feel there is not any relation between rent control and new 
construction. 

Mr. Mutter. Except to the extent that rent control, where it is 
necessarily imposed, shows a need for more housing and the need 
for more housing is what causes the building industry to go in and 
create more housing. 

Mr. Woops. That is absolutely the only excuse for rent control. 

Mr. Brown. As I understand, there has not been rent control on 
the new housing you are talking about. 

Mr. Woops. There has been no control on new construction since 
1947. 

Mr. Brown. That is probably the reason for the great amount of 
building. 

Mr. Parman. Would you yield for a brief question? 

Mr. Mutter. I yield. 

Mr. Parman. Is it not a fact that where they get their money 
through the FHA, that they must agree on a certain rental they 
will charge before they get the clearance on their FHA loan? 

Mr. Mutter. That is true. 

Mr. Patman. Well, that is rent control, is it not? 

Mr. Woops. No, sir, it is not rent control, and let me explain why. 

Mr. Mutter. Well, they cannot increase their rents until they pay 
off the FHA mortgage. 

Mr. Woops. When the FHA enters into a deal with a builder for a 
large rental project, it is true that they set up a rental schedule, and 
theoretically that acts as a ceiling. 
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But the FHA, in the first place—now I am considering this in rela- 
tion to one of the provisions we are asking for, and that is recontrol 
of new construction—the FHA has no administrative machinery to 
see that that is enforced, and of course, it offers no protection to the 
tentnts in those projects against eviction, which, in my opinion, is the 
very backbone of good rent control. 

I would like to say, however—and I think this question has come 
up in several people’s minds—what about these commitments that 
the FHA has made to builders about their ceiling rentals. 

There would be no intention on the part of this agency should you 
eople pass that provision, to roll back any rents beyond what the 
HA and the builder have agreed to. 

That system worked during the last war and would work this time. 

Mr. Mutrer. But, in those areas where applications might be 
made to increase over the amount stated in the mortgage instruments, 
when the FHA went in and insured the mortgage, there would be 
supervision over that by your agency, and it would give you the 
- power so that that situation would not get out of hand? 

Mr. Woops. That is right. I can visualize buildings with FHA 
ceilings set in 1948 and 1949, that could have cost increases which 
would entitle them to further increases in rent. 

Those would be permitted. 

Mr. Mutter. I would like to have you submit for the record, Mr. 
Woods, the figures showing the foreclosures, if any, in the areas 
throughout the country, indicating them both in areas that are not 
subject to rent control, and in areas that are subject to rent control. 

In other words, we have gotten the argument that people have lost 
property because of rent control. I do not know of a single instance, 
anywhere in the country, where an owner has lost his property because 
of rent control. 

Now if there are any, I would like to have you submit them to us. 

Mr. Woops. We will submit those figures for the record, sir. 

Mr. Mutter. Thank you. That is all. 

(The information referred to is as follows:) 

According to the Federal Savings and Loan Insurance Corporation, there were 
100,410 non-farm-real-estate foreclosures in the United States in 1939. The figure 
for 1950 was 21,537, or a decrease of 88.6 percent since 1939. Figures were not 


available for all controlled and decontrolled areas, but were obtained for the 
following three decontrolled and three controlled cities: 





Foreclosures 
completed 


1939 1950 





3 decontrolled cities: 
Oklahoma City, Okla : 47 
Phoenix, Ariz 127 
Salt Lake City, Utah E 6 


180 


3 controlled cities: 
aN ONG BB oss ais nb head a3 sci dn akbar <b pind 45nd ae aS pene 5 56 
Peoria, Il : f a 
Dayton, Ohio R 336 21 


699 | 84 











The decrease in foreclosures between 1939 and 1950 was 63.5 percent for the 
three decontrolled cities and 88 percent for the three controlled cities. 
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Mr. Wipnauu. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wipnati. Mr. Woods, you were speaking about commercial 
rents, and increase along that line. 

Now is it not true that a great many commercial rents today are 
based on an escalator clause that relates to gross sales in a business 
that occupies the premises? How would control of commercial rents 
affect leases of that type? 

Mr. Woops. To the best of our knowledge, sir, I think the kind 
of a clause that is the most popular is the so-called percentage leasing 
agreement where the rental is based on a minimum guaranty, and 
then a percentage of gross sales. 

Through the studies that we have been able to make on this subject, 
we find that, while that is a very common practice in what the trade 
calls the “hundred percent” retail locations, when you take the 
whole retail industry together, it only amounts to about 6 percent 
of the establishments. 

But you still would have that problem with that 6 percent. But 
I do not visualize any difficulty, because it would be our idea to 
recognize such leasing agreements that were entered into, in which 
we could determine that the impact of Korea had nothing to do 
with it, to recognize those leasing agreements and leave them intact, 
for this reason: That the very purpose of that type of a leasing agree- 
ment was made to encourage, on the part of the tenant, greater mass 
volume of gross sales, and not a necessity for an increase in the item 
cost of the package on a shelf. 

In other words, the only reason for commercial rent control would 
be to stop an inflationary tendency that would result in higher prices 
for the goods on the shelves. 

In my opinion that type of lease would not result in a higher unit 
cost and therefore could be honored and allowed to prevail. 

Now there are certain types of leases, I presume, particularly in 
some establishments, where the escalator clause is of the type of a 
flat increase—maybe the end of the first year, the second year, the 
third year, and so on. 

We had that question facing us in the first two or three years of 
residential rent control. We worked it out, I believe generally satis- 
factory to both landlord and tenant, by taking the gross rent payable 
under a lease, and leveling it out. 

I will be very frank: if a leasing arrangement was such that it 
could be proven to us that the tenant would have to reflect the increase 
in rent in increased cost of items on the shelf, then we would have to 
deny them that right. 

Mr. Wripnau. Well, is it not true that all during World War II 
there was not any commercial rent control? 

Mr. Woops. That is true. But I think we have a different situa- 
tion today, for this reason: 

In 1940 and 1941 when we were beginning to impose rent controls, 
we had just come out of a pretty long period of depression, and there 
was plenty of office space and plenty of store space. 

Today I don’t think we have that situation. Both office space and 
store spaces are tight; and your greatest factor for deterring any 
unusual rent increases, plenty of space, so that the tenant can bargain, 
is missing. That is why I feel the situation differs today from what 
it was at the beginning of World War II. 
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Mr. WipnaLu. How are you going to have the impact of people 
going into new businesses and demanding more space at a time when 
you are cutting down the amount of goods they can sell, and actually 
decreasing the amount available to the average consumer? 

Is there not a complete discouragement of the rest of the program, 
toward going into new business and wanting more space? 

Mr. Woops. I do not think that there will be a tendency, during 
these days of uncertainty, for new businesses—particularly new retail 
stores—to start up. I agree with you on that. 

But, the number of businesses that are in operation today, I think 
both Mr. Wilson and Mr. Johnson have testified—it is the intention of 
those gentlemen, to try to keep—in other words, to use a phrase they 
have used, to keep enough butter on the table at the same time as 
we manufacture enough guns. 

In other words, to keep our domestic economy going at a good clip, 
while we are in this mobilization program, so that the number of busi- 
nesses in existence today, I think, would pretty well continue. 

We had another factor the last time, which I think was particularly 
noticeable in the case of office space. In our demands for the military, 
the mobilization of an Army of 5, 6, 7, 8, 9, or 10-million men, caused a 
lot of men to have to close up their business and close their offices. 
That made for even more space. 

I don’t think, certainly under present conditions, that there is the 
intent to disrupt the economy to that extent today. 

So that the number, relative number, of businesses, both retail 
stores and offices, or of people doing business in offices, will remain 
about stable. But we do have the difference in that what is available 
is tight. 

Mr. Mutter. Did you not make a statement a little while ago that 
the average rent increase in the United States, I think it was since 
1940 or 1941, was 26 percent? 

Mr. Woops. I think it was 28.9 percent. 

Mr. Mutrek. And what has been the average increase in all other 
commodities, during that period? 

Mr. Woops. It has been considerably higher. 

I can give you the accurate figure, if you wish. 

Mr. Kuvuczynskt. We have it right here, Mr. Widnall, in the Federal 
Reserve charts, page 74. 

Mr. Woops. It has gone up from 1940 to 1951, 84.9 percent. 

Mr. Wipnauu. The thing I have never been able to understand is 
why it is that any individual seems always able to pay for every other 
commodity, no matter what the increase is but, when it comes to rent, 
that one factor has to be held. 

Now I have seen so many families, in and around my own neighbor- 
hood, where the people can afford to go out and buy a car, that used to 
cost $600, for $2,300 today. But they cannot afford to pay more than 
$40 a month rent or $45 a month rent. 

Every single thing that they have got in their home, they are paying 
much more than that 28 percent for, and the services that go into the 
operation of that house, if it is going to be maintained, have certainly 
skyrocketed since 1939 and 1940. 

In most of the cases where you see controlled rents today, I do not 
think the landlords are keeping up the premises. You see a deprecia- 
tion of the premises, both inside and out. You see a lack of services 
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that used to be maintained; where they are multiple-family dwellings, 
you see nothing being done to keep the house from depreciating. 

I think there has been a destruction of incentive on the part of the 
landlord to keep his place in condition, because of the maintenance of 
rent controls. 

Now I realize the necessity of trying to help the person who has a 
low income, but I do not think you have brought into this at all the 
factor that I think 50 percent of the women are working in America 
today, and there are many of these cases where you have a combined 
income of two $2,000 a year salaries, which makes for $4,000-a-year 
purchasing power between the husband and wife. 

Yet they still base their ability to rent on this $2,000-a-year average 
income. 

Have you got any figures that would indicate the number of places 
where these multiple-family dwellings, low-income units, are housing 
husbands and wives who are both working? 

Mr. Woops. No, sir; I do not think that we have any figures that 
would break that down. 

But the figure that I gave for $2,000—the 28 percent of our people 
earning under $2,000—was family income. So they must have 
combined all of the w age earners—the father and whoever else is earn- 
ing an income in the family, because it is based on a family income. 

Mr. Mutrer. Does that figure include those who receive room and 
board on farms, and places like that? 

Mr. Woops. I would like Mr. Davis to answer you on that. Mr. 
Davis is on our economic staff. 

Mr. Davis. This is the Federal Reserve survey of consumer tasked, 
and covers nonfarm families only. 

Mr. Wipnatu. Nonfarm? 

Mr. Davis. Yes. 

Mr. Woops. I would like to go back to one part of your question, 
sir, and that is the ability to purchase automobiles, w hen the cost goes 
up, while rents are being held down. 

If some system could be devised to separate those that can pay more 
from those that cannot, I think it would be a fair thing. 

But rent control is based on the philosophy that shelter, unlike many 
things, has to be obtained. There is no substitute. Even as regards 
food and clothing—if the price of lamb chops gets out of line, you 
can eat—well, of course there is no cheap meat now. I used to say 
hamburger. But that has gone way out of line, too. 

But in the case of shelter people have got to have a roof over their 
heads. They can refrain from buying the new car, they can refrain 
from buying the radio set, the television set—I know that some of them 
have it. They will eat less and buy the 
speaking, the rent is a very, very serious threat to the people it In & cer- 
tain income class, to a great number of them. 

Mr. Wipnatu. Didn’t you just testify a few minutes ago that the 
average being paid out of a person’s income today was about 16 per- 
cent for rent? 

Mr. Woops. Less than that, about 13 percent. 

Mr. WIpNALL. Well now, I recall at the time that I got married, 
this was back around 1932 or 1933, we used to say that you could allow 
about 25 percent for rent out of your income. 

Now how have we arrived at a figure where it is getting too high if 
you go beyond 13 percent or 15 percent? 
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Mr. Woops. Well the very fact of the date that you gave—I was 
married at approximately the same time—we were still in a very, 
very serious depression, and it was typical, I think, in those days, 
and I think that is where the idea originated, that you pay about 25 
percent of your income for rent. 

But that was a depression factor. I don’t think that that neces- 
sarily means that in good times, as well as in those bad times, 25 
percent is the proper amount. 

Mr. Wipnatu. But I think that prevailed all the way through, 
as far back as I can remember, back to the twenties when the people 
were purchasing houses, through the lending institutions at that time, 
they used to figure that they could put aside about 25 percent of their 
income in order to purchase their house. 

I am just interested in why we have gotten to a factor that is 
substantially below that—not just a little bit below it, but almost down 
to half of what that was, and saying, ““No, you have got to have 87 
percent available for everything else, rather than 75 percent.” 

Mr. Woops. The Federal Reserve people, who probably have made 
the most extensive studies on that, have gone into that subject at 
considerable length. They have made long studies, and I would just 
like co read for your benefit, sir, and for the record, what they say 
about that very question that you bring up. 

The Federal Reserve Bulletin for September 1948, after examining 
a number of surveys of the relationship of rent to income, stated: 

There is not much statistical basis for the traditional thinking that the average 
family spends about one-fourth of its income for rent. Such a relationship 
probably exists only when incomes are at an abnormally low level, during a 
depression, and when, at the same time, rent obligations remain a relatively 
inflexible item in the family budget. 

Thus in the first survey of urban housing made in conjunction with the real- 
property inventory began in 1933, it was found that, in 52 cities, the contract 
rents averages approximately 24 percent of the family income. 


They seem to feel that that isn’t always so, and isn’t necessarily so 
today. I mean, that it has to be 24 percent or 25 percent. 

Mr. Wipnatu. By my questions I am not trying to prove it has to 
be 24 percent or 25 percent, but I am interested in why today it is 
necessary to control rents, when your figure has gone down to 13 
percent of the average income as compared to 24 percent to 25 per- 
cent in the past. 

It seems to me that there is considerable leeway there, and you 
could still have a holding operation sufficient so that the average 
family can actually maintain itself without any undue hardship. 

Mr. Woops. Well, of course, I feel this way: My obligation, as 
Administrator of a Rent Control Act, is to see that the thing we deal 
with, property, is doing all right; and I think it has been doing all 
right. 

NN ow that subject, whether 13 percent of the income is enough rent 
to be generally paying, I believe is something that this committee‘and 
this Congress can look into. I have to look at it from the other side, 
and I say this not facetiously, namely at what the building is doing, 
and if what the building is doing is all right, whether it is small or 
large, I think I am discharging my obligation as the Administrator. 

here is another factor which you haven’t brought out, and that 
is, let’s say, the discouragement and disgust of the small-property 
owner, because the dollars that he is getting out of his property— 
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although he is getting more net dollars today out of his property than 
he was in 1939—those dollars are not buymg him today what they 
bought him then. 

There again, it is, I think, a proper subject for this committee and 
for the Congress to look into, but not for an administrator of law. I 
feel my duty is to see that the buildings, under the law, are doing all 
right; and in that I stand ready to prove that they are. 

Mr. Wipna.u. It has been my own observation, in the operation of 
the law, that the multiple-family owner hasn’t suffered the way the 
individual owner has, who has owned two or three houses, or who may 
die and leave it to his widow to maintain a little income. 

In that case, there has been real hardship and suffering. And as a 
result of rent control, hundreds of thousands of those units were pulled 
out of the rental market and sold and investment made in other things. 
I think it helped to create a further shortage, as far as rental units are 
concerned, because the individual house owner felt quite a discrim- 
ination. 

Now in the case of the multiple-family dwellings, I know it used to 
be expected that you would only have 75 percent to 80 percent of 
occupancy, and allowed in your operating costs for the fact that you 
would have vacancies. Well, they haven’t had any vacancies and 
haven't had that to worry about. 

Don’t you think some further allowance should be made for indi- 
vidual housing units? 

Mr. Woops. There again, you say that it has caused them to with- 
draw them from the rental market and sell them. That is true, and I 
certainly wouldn’t want to say it hasn’t been true, because we know 
that there has been a shift in the last few years from tenant occupancy 
to owner occupancy. 

Now those units have not been destroyed, however. They have 
become homes for a great number of people, and as such, I think we 
will all agree that, the more home owners we can get in this country, 
the more stable a country we will have. 

But there has been a reason other than rent control for that. 

You have two factors, when you combine an uncontrolled sales 
market with the generosity of the Government, in credit terms, of the 
past few vears. . 

It has been so much easier to buy a home, that actually it is almost 
foolish for anyone to rent when they can buy. I know examples 
where people paid $70 and $80 a month rent, bought a new home, and 
paid $50 to $60, and were buying a home. 

Now that was an advantage for them and, in the case of an older 
house, where the value of the house that was rented for $40 in 1940, 
and was worth, say, $5,000, the value of that house on the sales market 
today is anywhere from 12 to 15 thousand dollars. An owner would 
be foolish not to sell and realize that profit, because, you see, you have 
controlled one but you haven’t controlled the other—the sales. 

I think that has caused a great deal of the flow from the rental 
market to the sales market. We haven’t destroyed the shelter, but 
we have changed it, to some extent, from tenant occupancy to owner 
occupancy, but that little home owner, although not satisfied with 
the present value of the dollars he is getting, even though those 
dollars are more than he got before, has had his investment, as he 
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sits there, doubling and sometimes tripling. He could sell and put 
it into something that he felt would be more advantageous. 

They are really in the same position as the retired man or the widow, 
who has bonds or annuities, or some other form of fixed income, but, 
whereas bonds or annuities have stayed relatively stable, their invest- 
ment has gone up, doubled and in some cases tripled. 

I know of cases—and I am now only talking about small buildings, 
in the city that I am familiar with, Chicago—a typical Chicago two- 
flat has gone from $10,000 to $20,000 and $22,000 in value—doubled 
and in some cases more. 

Mr. Wipnatu. Thank you. 

Mr. McKinnon. Mr. Chairman. 

The Cuarmman. Mr. McKinnon. 

Mr. McKinnon. Mr. Woods, in your comment a little while ago 
you made a statement to the effect that the rate of building is 
predicated entirely upon the liberal financing of FHA. 

Now, I don’t believe you meant to imply everything you said in 
that regard, because here is San Diego, for instance, which has been 
cited an impact area, where 6,000 units have been relieved from 
regulation, and yet today, for lack of financing, we are not building 
many homes there as a result of this situation. 

Now, there are things beyond just the liberal FHA terms. You 
have got to get money from the private market to build homes, 
and if that money isn’t forthcoming at prevailing interest rates, you 
don’t build homes. 

You realize that too, I am sure. 

Mr. Woops. I didn’t mean to make my statement as broad as it 
possibly sounded. I was talking more in the past. I felt this way: 
That if we study the building trend, I think our primary example is 
apartment building—rental units. Immediately after the war, we 
were having difficulty in getting new rental units on the market, until 
the FHA came along with its 608 program. 

Other factors didn’t change, the materials were there, the workmen 
were there, the difference was the generosity, and there is no other 
word for it, of the Government in its financing terms, which caused, 
in a year or a year and a half, a terrific spurt in new rental dwelling 
construction, and it was in that sense that I meant that the Govern- 
ment directly, or the liberality of the Government credit terms, di- 
rectly controlled the rate of building, rather than rent control. 

Mr. McKinnon. There is another factor which you also have to 
take into consideration, and that is your availability of money. How 
cheap money is. 

Mr. Woops. That is true. 

Mr. McKinnon. Are you familiar with the San Diego situation? 
Have you had a survey since decontrol there last summer? 

Mr. Woops. Yes, lam. That is one of the situations that we have 
lately become most familiar with. 

Mr. McKinnon. What does that indicate? 

Mr. Woops. I have some figures on it. 

In November, all military personnel, in the Navy, that is, in the 
San Diego area, received a questionnaire asking for information on 
their rentals. 

There was a total of 2,225 of these questionnaires returned. That 
is the naval air station only. 





586 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


We found, after tabulating them, and identifying 752 of them, with 
the registration records that had been in the office before decontrol, 
that the personnel renting off the base had an average increase in 
rents of 39.6 percent. 

The most serious increases were, of course, in the lower bracket 
rentals. 

Mr. McKinnon. That is an increase as against the last summer 
before decontrol? 

Mr. Woops. Yes, sir; this is just for the period since decontrol. 
This survey was made in November 1950. That was just a month 
or 6 weeks after decontrol. Of course, now it is old and I presume 
that the situation is worse. 

Mr. McKinnon. Yes; according to the mail I get, there are con- 
siderably larger increases there, but here and there I also get informa- 
tion that there has been a leveling off in some rentals, which has gone 
on a supply and demand basis. But in the last couple of months I 
am afraid that has disappeared, too. 

Now getting back to the basic psychology of this bill and the 
philosophy underlying it, there are a couple of factors that disturb me. 

First of all, we realize that we must make it attractive to the land- 
lord to go into the rental business. 

On the other hand, we realize we have to put on a certain ceiling 
to keep a few bad ones from running wild, so we want to be sure that 
the landlord receives a fair return, but that some do not take advan- 
tage of the unbalance in supply and demand. But what is a fair 
return? We have wrestled with that problem ever since I have been 
on the committee. 

It rather disturbs me to see us go back to the old base period, and 
start in where we left off with a more or less unsatisfactory, or at 
least not exactly a perfect working arrangement. 

I think our chances of getting adequate rent control through, and 
administered and working to the satisfaction of a lot of people, would 
be greatly improved if you could come up with a different type of 
formula, and a sounder idea that would be more acceptable to a lot 
of people. 

F)1 think from some of your discussions yesterday, that you missed 
the point of why people go into rental properties. 

Everybody wants to do well. Everybody wants to get a return for 
his dollar. But the little businessman, or the little landlord, goes 
into the rental business out of a desire to have freedom and control 
over what he is doing. 

If a man didn’t desire that freedom, he would go into a big corpora- 
tion and work for the same amount of money. But he prefers to go 
into his own little business, in order to have that freedom. 

Now a landlord desires that freedom, and he doesn’t get it under 
our prevailing rent control situation, at least in California. 

Now, if we control meat, we don’t tell the butcher to whom he must 
sell his hamburger. He can sell to whomever he wants to. This may 
be an extreme example, but if we are going to get more rental property 
on the market, and I know we need it in my community, one of the 
things to do is to encourage people to go into that field by providing 
incentives of profits and maximum freedom consistent with rent 
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ceilings. A landlord’s ability to make a return in his field depends 
largely on tenant selection, and I think in this bill we should have 
something that provides for tenant selection, so that the tenant, while 
he is being guaranteed that he won’t be overcharged, still has to take 
care of the property, and still has to be eeupensibis for a lot of things. 
There should be competition among tenants for a given rental, just 
as there is competition among landlords when the situation is reversed. 

Now down in Memphis, you are probably familiar with the develop- 
ment down there for low income rents, through private money, 
through 608. 

Builders in Memphis, where an outstanding job of low-cost rental 
units has been developed, tell me that the thing that makes low rents 
possible is the fact that the owners are able to screen their tenants. 
And because there are so many people who want to go into these 
projects, when a tenant goes into that particular unit, he becomes a 
very good tenant in order to stay in there. 

That enables them to rent at a lower price than they would be 
able to if they were forced to take anybody, and keep him in the unit. 

This is one of the things we are overlooking in this rent control 
situation, and I think it is one of the things we can’t afford to overlook. 

Mr. Woops. Well certainly, as you know, my background is that 
of professional real estate and particularly property management, so I 
can appreciate the value of a good tenant. 

I feel that where we sometimes go wrong—under the regulation as 
written, under the present law, and in the future law, we have no 
sympathy, nor do we expect that the Government should be a pro- 
tector, for a bad tenant. 

Any tenant who doesn’t pay his rent, who makes himself a nuisance, 
who violates an obligation of his tenancy should be punished. The 
best punishment, of course, in that instance, is eviction. 

We do not interfere with that process. We try to educate the 
people into realizing that there is no protection for a bad tenant. 
Sometimes, of course—and I think you know—the courts are the 
final arbiters in those cases. 

Mr. McKinnon. Well, Mr. Woods, we have gone through this thing 
for several years and in case after case, where a family does get in and 
proves a poor family, a poor investment, and has no right to the 
protection it gets, still the landlord can’t buck the rental people, can’t 
get through all the maze of red tape to achieve eviction. We have it 
on paper but it doesn’t work out that way. 

Mr. McDonovau. Will the gentleman yield? 

Mr. McKinnon. I yield. 

Mr. McDonovau. I think you are referring to the many cases 
which we have both run into, of the Housing Expediter’s interpreta- 
tion of the last act, in California. 

My files are filled with cases where there was evidence of the tenant 
not only occupying a property, and earning up to $500 or $600 a 
month, and paying $40 or $50 a month, and not only being a bad 
tenant, but destroying the property—actually smashing furniture, 
wearing it out unnecessarily, spying on the property owner, reporting 
incorrect statements to the Housing Expediter, and with no relief to 
the property owner whatsoever. 
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That is the thing that I think Mr. McKinnon is talking about, 
where a property owner becomes the victim of a bad tenant, and the 
administration of the law, as he experienced in Los Angeles, in many, 
many instances the same thing is true in San Diego— 
the red tape, and the final decision by the Expediter, was usually on 
the tenant’s side, and the tenant went along and thumbed his nose 
at the property owner. 

How are you going to handle that? 

Mr. Murer. You must have a very bad tenant out there, because 
with a much larger tenant population in New York City, we have a 
minimum of that kind of complaint. 

Mr. McKinnon. Of course, we are out in the wild and woolly West. 

Mr. McDonovau. That is right, and where people seem to feel 
that once they get on the other side of the Mississippi River, they do 
as they please, and they proceed to do so, in many cases. 

Mr. Bouurnac. Mr. Chairman, I am not as far out in the wild and 
woolly West as all that, and we have had almost the same experience 
as Mr. Multer. We have had very few problems of this sort. The 
few cases I have come in contact with have been adjusted very 
promptly and very equitably. 

The Cuatrman. Mr. Bolling, will you discontinue for just a few 
minutes? 

Mr. Bouuinea. Certainly. 

The Cuarrman. Mr. Brown has a delegation of school children 
from his district who have come to see the committee in action and 
we want to welcome them, and we want to tell them that they are 
represented very ably by Mr. Brown. [Applause.| Mr. Brown looks 
after their interests when they are here and when they are not here. 

Mr. Brown. Thank you, Mr. Chairman. 

The CHainMAN. You may continue, Mr. Bolling. 

Mr. McDonovugeu. Mr. Chairman, don’t you think it would be in 
order to say that we think Mr. Brown is one of the finest representa- 
tives that we know? 

The CHarrMAN. I just said that. 

Mr. McDonovuau. So the folks can take that back. 

The Cuarrman. Thank you, Mr. McDonough. I just said that. 

Mr. Murer. When our chairman says that, he is saying it for all 
of us. 

The CHarrmMan. We will proceed, Mr. Bolling. . 

Mr. Boturne. Mr. Woods, isn’t it true that in 1948 there was no 
control over evictions whatsoever? 

Mr. Woops. That is true, sir. 

Mr. Bouuina. And isn’t it also true that the experience in that par- 
ticular period was a very unfortunate one? 

Mr. Woops. That is true, it was. 

Mr. McKinnon. I bring up this point not because I don’t feel the 
need for rent control’ at this moment in certain areas, but because 
rent control has to be based on equity and understanding, if it is 
going to work. 

I was very much interested in the legislation that is provided herein 
for your advisory boards. 

How do you propose that that will work in a given area? 

Mr. Woops. I propose that those advisory boards carry on exactly 
the same as they are carrying on under the present act. Let me 
describe a little of what they do. 
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They sit not only as a board of directors 

Mr. McKinnon. First of all, how are they appointed? 

Mr. Woops. They are appointed on the recommendations of each 
State governor, recommendations made to me and appointed by me. 
The first step is to ask the governors for recommendations. 

Mr. McKinnon. The governor nominates, and you elect? 

Mr. Woops. We appoint; yes. The only thing we ask the gover- 
nors to do, we try to maintain a balance in these boards, on the ratio 
of one landlord, one tenant representative, and three public interest 
representatives, so that in making their recommendations—we don’t 
know who the people are or care, just so they fit those three categories. 

They are then appointed by me. They actually are much more 
than an advisory board. At the local level, they act as an appeal 
board. Anybody who doesn’t like the decision of the area office 
whether landlord or tenant—can appeal to these boards. Many of 
them spend two or three afternoons a month going over these appeals— 
not only on adjustments, but on this matter of evictions. 

Sometimes the matter of good faith comes into play. We have 
had many cases where a rent advisory board has heard both sides, 
and has made a determination, or rather a recommendation to the 
area rent director which he has followed. 

Mr. McKinnon. The area rent director does not have to follow 
the recommendation of the advisory board, however, does he? 

Mr. Woops. Well, under my instructions he has to, unless the 
decision of the board is capricious, arbitrary, or outside the law. 

Even then he doesn’t decide that. That case, if he doesn’t agree 
with the board, comes to Washington. If they make a recommenda- 
tion that is contrary to his decision, it sticks. And those are my 
instructions to all area rent directors. And it is working out very 
well. 

Mr. McKinnon. You mentioned in your prepared testimony 
yesterday that you would have a person in the office who would be 
there to advise the little landlord as to his rights under the law. 

Is that man going to be appointed by the director, or will that man 
be appointed by you, or nominated by the Governor? What I am 
trving to get at is, will that man be pretty much at the service, and in 
sympathy with the little landlord, or is he going to be a bureaucrat as 
the term is used who is not interested at all in the little landlord’s 
problems? 

Mr. Woops. Naturally, being an employee of the Government, he 
has to follow the channels, through civil service, and be hired and work 
for the Rent Director. 

But his job is to represent, to the best of his ability, that little land- 
lord. Not just advising him, but actually physically helping him fill 
out any necessary forms, being a consultant and advisor, and actually 
walking through the things that have to be done with him to get an 
adjustment, particularly. 

Mr. McKinnon. Now, your adjustment as to the price for the 
shelter, will be a roll-back to the base year, say last year? 

Mr. Woops. No, not in all cases. In a case where an area has been 
decontrolled, we would set the maximum rent date based on the 
impact, the date of impact of mobilization, or of the reactivation of the 
camp, or whatever circumstance caused us to feel that recontrol was 
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necessary, and in no event would we go back beyond Korea, or beyond 
June of 1950. 

Mr. McKinnon. Since that time, in a lot of areas, family incomes 
have been increased considerably. If the income has gone up, will 
that fact be taken into consideration in the determination of new 
schedules, or new adjustments on rent? 

Mr. Woops. No, that has not been contemplated. It is a wrinkle 
to give some consideration to, but it is not planned to consider the 
income level of acommunity. The plan is to consider all of thé factors 
that cause rents to rise exorbitantly, and get out of hand. 

Mr. Mutrer. Existing law doesn’t permit you to take that into 
consideration today? 

Mr. Woops. No. 

Mr. McKinnon. Well we are thinking of a new law here. 

Mr. Mutter. I appreciate that. 

Mr. Woops. As I say, it is a new wrinkle, to which we haven’t 
given thought. 

Mr. McKinnon. It certainly isn’t fair to penalize the landlord if 
the tenant has the ability to pay more money than the point where we 
are freezing the landlord. 

Mr. Mutrer. Provided the tenant can find other shelter. 

Mr. McKinnon. Yes, we should use several indices to govern 
ourselves on a rent control law. 

The only reason we have rent control is because rents are showing 
a tendency to get beyond the ability of the average income earner to 
pay. If the average income level is going up, certainly the rent level 
should be allowed to rise proportionately, it seems to me. 

Mr. Mutter. You must consider at the same time, where can this 
tenant go, if you raise his rent, and if he doesn’t want to or can’t 
afford to pay that rent, where can he go? 

Mr. McDonovucu. Mr. McKinnon says he can afford to pay. 
He doesn’t have to move at all. If he can afford to pay, he shouldn’t 
have to move at all. 

Mr. McKinnon. I have just one last question in support of our 
defense housing bill that we had before us some time ago. 

We realize that under section 207 of FHA, that the financing is 
so arranged upon an economic soundness of operation that in many 
of these defense centers, the economic soundness for expansion of 
rental housing isn’t there to justify FHA to be liberal in its terms 
of financing, or mortgage insurance. 

Mr. Woops. That is true. 

Mr. McKinnon. Now if we had this new title IX that is con- 
templated, can’t you anticipate that we would get, through the more 
liberal financing arrangements, more rental housing in these impact 
areas? 

Mr. Woops. It is definitely a liberalizing provision and you would 
get more housing, I am certain. 

Mr. McKinnon. It would certainly take away the need, and the 
pressure for rent control in that particular area, wouldn’t it? 

Mr. Woops. That is what we are hopeful for, regardless of whether 
it would be title [IX or what title it would be, to get it in there and 
get it in fast to relieve that pressure. 

Mr. McKinnon. That is all, Mr. Chairman. 
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Mr. McDonoveu. Mr. Chairman. 

The Cuarrman. Mr. Woods, you do believe that the owner of the 
property should obtain a fair return on his investment, don’t you? 

Mr. Woops. A fair return on his investment is a—I believe that he 
should have a fair return. I can see instances, if you made it an 
iron-clad rule that he should have a fair return on his investment, 
he would get nothing, because the investment in property varies. 

The CuHarrman. Now you have been asked the question, that if 
pianos, televisions, radios, and automobiles have increased in price, 
and if people are willing to go pay the increased price, why shouldn’t 
they be willing to subject themselves to a free market for rents. 

It seems to me the answer to that is that civilized man needs 
shelter. He not only needs shelter, but he needs the facilities that 
go with it, in order to raise his family, in order to be a decent citizen. 

The home is a primary necessity, and there is no substitute for it. 
Men may find that they can’t buy what they want to eat, but they 
can buy some substitute. If lamb chops are too high, maybe they 
can buy pork chops. If they are not well clothed today, they probably 
will get clothing tomorrow. 

But there is no substitute for a home, and a man can’t be put out 
of his home unless you find another place of shelter for him. 

It seems to me that is the justification for controlling rents—a 
greater justification, if there is need for controlling rents, than for 
be the price of any other thing. Don’t you think that is true? 

Mr. Woops. I agree, sir, sir. 

The CuarrMan. There is no substitute for a home. You cannot 
give a man anything that will take the place of his home. And it is 
not only in the interest of the individual that he should have a home, 
and should have a home at a reasonable price, but it is in the interest 
of the stability of the citizenship of America, and the strength of our 
institutions, that we should, so far as we can, see that people are 
decently housed. 

I don’t mean by that that we ought to confiscate the property of 
the owner of rental property. I think he should get a fair return, 
and should make a fair profit on his investment. 

But it seems to me that of all the things that are regulated, the 
greatest justification for control and regulation is in the case of the 
rents paid by the people of the United States. 

Mr. Woops. I agree with that, Mr. Chairman. 

Mr. Corer. Mr. Chairman. 

The Cuarrman. Mr. Cole. 

Mr. Coie. Mr. Woods, on what basis are we now thinking about, 
or is the Government thinking about, the new rent control authoriza- 
tion? Is it to provide for more homes? Is it to prevent inflation? 
Or is it to provide homes at reasonable rentals in critical areas which 
have felt the impact of the mobilization program? 

Mr. Woops. I think the second reason that you gave, to prevent 
inflation, because of a shortage, is paramount. It is most important. 

Mr. Coun. I assume that is true, because reading from section 451 
of the proposed amendment— 

The Congress recognizes that there is an acute shortage of housing, particularly in 


rental housing, in many parts of the country, and further, in order to achieve 
stabilization, it is necessary to control rents of housing, and business property. 
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Then, as we approach this law, we approach it with the idea of 
attempting to stabilize the economy, and to prevent inflation. 

However, you, in recontrolling any property that is not now con- 
trolled, will take into consideration, will you not, only those areas 
which are probably critical defense areas. Is that not true? 

Mr. Woops. That is true. 

Mr. Coir. Then throughout the Nation there will be millions of 
units not under control? 

Mr. Woops. Yes, sir. 

Mr. Coir. And among those millions of units not under control, 
there will be thousands of units on which, or for which, the tenant is 
paying what the Expediter would determine to be an excessive rent if 
he had those units under control? 

Mr. Woops. Yes, sir. 

Mr. Coxe. That part is true, isn’t it? 

Mr. Woops. That is true. It is possibly, ves, sir. 

Mr. Cots. Then as I see the operation of this law, we will not have 
a price control of the commodity, rental housing units. We will have 
an extremely selective operation of the law, based solely upon the need 
for it, or the assumed need for it, in critical areas. 

Am I not about right on that? 

Mr. Woops. Yes; except that you have forgotten one factor in these 
other areas, which I think is a very important factor, and which will 
deter in a great many of these individual cases, and that i is, if, in the 
areas in which we are not interested, we are not interested i in them 
because there is enough housing available to allow the law of supply 
and demand to operate, to keep rents in line, the places that we are 
interested in are those places where the demand is so great that that 
law cannot operate. 

Mr. Cote. I realize that, but when we enact a price-control law, 
somewhat along the lines of Mr. McKinnon’s questioning, we enact 
it so that it affects the Nation, and the people of the Nation, pretty 
much as a whole—equally. 

Now, I want to clarify that, because I think it is very important, 
what we are attempting to do here. If we are attempting to estab- 
lish a stabilized economy, then it would seem to me that in order to 
do so we must pass a law which would create a price control of the 
rental unit, treating everybody in the country alike. 

In other words, if we are attempting to prevent inflation, if we are 
attempting to prevent John Jones, who lives in Holton, Kans., from 
paying too much money for his house, just the same as we are attempt- 
ing to prevent Pete Smith, in the city of New York, renting from my 
good friend Mr. Multer, from paying too much rent. 

Mr. Mutter. Will you yield? 

Mr. Cote. Yes. 

Mr. Mutrer. I think that is the wrong concept. I think that 
would lead to regimentation. What we are trying to do, in my 
opinion, is to regulate in order to stabilize. 

That necessarily means selection. If we are just going to make it 
over-all controls and restrict everybody equally, then we are going to 
regiment. 

Mr. Coxe. Well, I certainly agree that you are going to regiment. 
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Mr. Mutter. We want to avoid regimentation, do we not? We 
want to regulate in order to stabilize. I think that is the concept. 

Mr. Core. I am trying to find out. 

We do not, however A when we say to somebody out in Kansas, 
“You may pure ‘hase a piece of meat, and because you live in Kansas, 
the price is irrelevant, it has no impact on the inflationary trend.” 

The price-control law treats everybody alike. Again I want to say, 
I think it is important. I want to know what is in the mind of the 
administration and the Administrator of this law, with respect to 
recontrol. 

If, Mr. Woods, if it is purely a law which would recontrol those 
critical areas where military establishments, military production 
establishments, have caused an in-migration of either military person- 
nel or workers into the area, with a ‘tremendous impact on the area, 
that is one thing. And that is not quite the regimentation that Mr, 
Multer mentioned. 

But if the expediter takes his authority to mean that at any place, 
in any part of the country where he deems the rents are too high then 
he may, irrespective of the impact of the mobilization effort, then 
recontrol or control, I think that is another question. You see that 
there are two different questions there, do you not? 

Mr. Woops. Yes, I can only say that that is not the intention on 
the part of the Administrator, if I should continue as such. 

Mr. Cote. I did not think that it was, and therefore, I am not 
sure that this rent stabilization law will have very much effect to 
control inflation. It would merely provide a control of prices in 
selective areas. 

Going a little further along that line, you made a trip, you said, to 
a town which was adjacent to a military establishment, which would 
have about 8,000 families, or persons in it? 

Mr. Woops. The town has a population of 4,000. There are about 
8,000 military families who would like to live there, if there was 
anything available. 

Mr. Cone. W ell, now, I think that illustrates our point very well, 
and I agree with the ¢ chairman that our problem here is housing, and a 
plentiful supply of housing. 

We all, I think, realize that if we had a plentiful supply of housing 
we would have very little question of rent control. 

But, Mr. Woods, I think you could have sav ed yourself a trip down 
to that little town of 4,000, which is about the size of the town I live 
in—in fact it is even bigger than the town in which I live. 

I know that in that town there are very few rental units, and will be 
very few rental units. There will never be sufficient rental units in 
that town to take care of 8,000 families. 

So the whole problem there is the housing of those people, atid not 
rent control. Do you not agree with that? 

Mr. Woops. Well, the problem—there were some rental units. 

Mr. Coxe. Oh yes, but under a hundred, I would expect, were they 
not? 

Mr. Woops. Well, no, this particular town, because I suppose it has 
been a base for a long time, of the dwelling units available in the town, 
the majority are rental units. 

The reason why I had to make the trip was because the things that 
were happening to the rental units were bothering me. 
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Mr. Cote. In a town of 4,000 they would have about 1,500 houses? 
Mr. Woops. I think that is about right. 

Mr. Core. Half of them would be rental units, and some of them 
rented by permanent renters. There could not be 500 units for turn- 
over to military people coming into the base. 

Let’s assume that rents went completely sky high, so that they 
charged $5 =iece for them, which is terrible, and some people would 
be mist? Think of the other 5,700 people who cannot even get 
a house. » are in just as bad a situation, perhaps, because they 
have not even a place to live. The people who pay the $500 have a 
place to live, although they are mistreated. I think the people who 
have no place to live at all are more grossly mistreated than the fellow 
paying a high rent. 

, f it is a question, in other words, of supply of housing, that is one 
thing. 

If it is a question of low rents, it is an entirely different thing. 

Supply of housing is something which rent control has nothing to 
do with whatsoever, and the question of low rent is whether or not an 
individual gets a place at a rent which he thinks he can pay. 

I want to comment upon your statement. It seems to me that, from 
a statistical point of view, you have used such data available in a way 
which may possibly be misleading—not that you intended to do so. 

For instance, where you say that in nine areas, on page 1, where 
rents have been under control, from 28 to 70 percent of all rental units 
have experienced rent increases. 

Now, Mr. Woods, I do not know whether that is a 50-cent increase 
or a $10 increase, in that connection. 

However, you do go ahead and say: 

The average rise in rents, since mid-1949, for the nine decontrolled cities, was 
19 percent. 

Now, first, where were the cities? Were they large cities? Were 
they cities which are normal, or ones in which you have a right to say 
that they reflect the over-all general picture? 

Mr. Woops. Well, first may I say, Mr. Cole, I certainly did not 
intend to mislead. 

Mr. Cote. I say that you did not. I know that. 

Mr. Woops. Those figures were taken from a rather long and 
detailed Bureau of Labor Statistics report. I assumed somebody 
would ask for the complete report to be put in the record in connection 
with my testimony. 

Mr. Cote. I do now, Mr. Chairman. 

The Cratrman. Without objection, that may be done. 

(The information referred to is as follows:) 


INCREASES IN RESIDENTIAL RENTS IN NINE DECONTROLLED AREAS 


In nine areas (see table 1) where rents have been uncontrolled for from 2 to 18 
months, from 28 to 70 percent of all rental units have experienced rent increases, 
according to the United States Department of Labor’s Bureau of Labor Statistics. 
In seven of the cities more than one-half of all rental units have had increases and 
in three cities rents have been raised in more than two-thirds of the units. 

The cities are among the 34 large cities where samples of residential dwellings, 
carefully selected to represent all sections and types of structures in each area, 
are regularly surveyed by the Bureau of Labor Statistics for its Consumers’ Price 
Index. Average increases in rents over the period for all units (including those 
dwellings which had no rent changes) range from 4 percent in Mobile to 23 percent 
in Birmingham. Among the dwellings reporting rent increases, the average 
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increase after decontrol varied from 17 percent in the Norfolk area to 35 percent 
in the Birmingham area. 

In every city the largest percentage increases in rents occurred among the 
dwellings which rented for less than $30 per month before decontrol (see table 1). 
In five of the cities over two-thirds of the dwellings in this lowest-rent group 
reported increases after decontrol, while in Birmingham and Savannah more 
than 80 percent had increases. The av erage rise in rent for the units reporting 
increases in this group varied from 29 percent in Richmond and Savannah to over 
50 percent in Jacksonville and Houston. 

ent control for most cities became effective in 1942 and remained relatively 
rigid until mid-1947. The average rent increase for the 34 cities for the period 
September 1939 to mid-1947 was 7 percent. The advances among cities varied 
considerably, largely because rents increased much more rapidly in some cities 
than in others prior to the imposition of controls in mid-1942. Thus, rents in 
Birmingham, Mobile, Savannah, and Norfolk, all important defense centers with 
large war orders, rose 15 percent or more over this period. 


Increase in rent, 34 large cities 
Percent 
September 1939-May 1942 
May 1942—June 1947 
June 1947—June 1949 
June 1949-February 1951 average of all cities 
SO BE TR aig apa 9 2p a aR os RS SRC EO eS Es Sm 
Decontrolled cities...-..........<.. Bee Tins Ge as op, a a 19. 8 


During the period mid-1947 to mid-1949, new construction was exempted from 
controls and landlord-tenant voluntary 15-percent increases were permitted under 
the Housing and Rent Acts of 1947 and 1948. Residential rents increased 
rapidly in this period by an additional 13.8 percent. 

Beginning in 1949, the Federal rent control legislation was further amended to 
permit area-wide decontrol, subject to appropriate action by the local community 
or the State, or when initiated by the Housing Expediter. When an area was 
decontrolled as a result of action by the Expediter, he could recontrol it if subse- 
quent rent rise justified such action. All of the nine areas included in the present 
survey were decontrolled by State or local action and, consequently, none is sub- 
ject to recontrol under the present law. The average rise in rents since mid-1949 
for the nine decontrolled cities was 19.8 percent. In contrast, the cities which 
remained under control rose an average of 3.5 percent. 
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TaBLe 2.—Increases in rents in 34 large cities under various stages of rent control 
as shown by Bureau of Labor Statistics rent indexes 











i] 
| 
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Rise in rents including effect of new housing in 


period ! 






































Relaxation of rent | Prewar to 
Sian ot | Prewar to first controls present 

City jecontrol | ™aJor amend- |— ; paiceeereioairtanion 

se | ment in Rent | i Gontemibe 

Control Act,? \2 Lid-1949 to sete J 

September | wrid-1947 to} December December 

| 1939 to mid- |" ig-1949 | ,, 1950- 1950- 
| | 1947 | — February 
} | 1951 
Decontrolled cities: | | Percent Percent Percent Percent 
NE a .. ... wtb cumane May 25, 1950 | 14.8 19.0 | 26.8 73. 2 
0S SE RS ee. | Oct. 19, 1949 | i: 19. 2 | 22.6 56.9 
I A | Aug. 5, 1949 | 11.3 15.2 | 13.4 | 45.5 
Los Angeles [ee ee. at beet 6.6 | 19.5 | 16.1 47.9 
TE 2k Sc a ee | Aug. 5, 1949 7.6 | 11.1 28.7 53.8 
cS oS | May 25, 1950 | 16.9 | 10.1 | 5.0 35. 2 
| ARR SRI Serie SiS Mar. 23, 1950 | 19.5 10.7 | 9.0 44.1 
pS eae June 25,1950 | 5.1 20.5 14.2 44.6 
ee ee ee Mar. 6, 1950 | 21.0 | 9. 5 | - 15.1 52.4 
I sic ost cing ewe oie twn Re a | al 19.8 53. 2 
Controlled cities: | | 

SU a ok nea eg St 6.9 23.6 | 6.6 40.9 
Ge rere epee eo | 8.1 15.2 5.4 31.3 
oston......- cokes, See EEE webesb is. 3 | 6.7 12.5 4.4 25.3 
MS ies oe eg Ue cn OE ees be } 12.1 12.0 3.0 29.3 
ER EA I REA et this lion ee LSPS OR | 8.2 20. 4 3.8 35.2 
EI SAR ha, Ceara ee LEE IS | 6.1 11.3 1.7 20.1 
SERIES IE ia Tapeeeint™ Ieee We eee | 11.4 11.8 6.9 33.1 
EPS EE Varear sae ot eee aan | 13.7 21.4 8.2 49.3 
Daler c os Ved ads aCe teiaadaesunes ou 10. 2 12.5 3.1 27.8 
SUNN co, oko bGba dae nd teeedabnaseees | 8.4 14.2 5.1 30. 2 
(ROGER ulna 9.1 | 19.7 6.4 38.9 
Manchester NPR ay, | | 9.7 8.5 | 5.4 25.4 
BMRicxicscccscackauscxens | 13.9 21.1 | 4.9 44.6 
Minneapolis. .............--- Wh! (SiO ees 4.6 19.5 | 5.9 32. 4 
OW AM scl | 9.2 15.5 | 5.3 32.8 
gs he oy OLE ECE AL : | 1.9 8.4 1.2 11.8 
i RN SS 5.8 13.1 2.5 22.7 
SRA SEER eer sea ae | 3.5 11.6 2.0 17.8 
hoi RP CL, SST eae 5.9 7.5 | 2.3 16. 4 
NIN AO eee ee ae | 10.9 | 13.3 | 8.1 35.7 
St. Louis._...-. Be Sh ugtens: Snases 6.2 | 13.6 | 4.2 25.7 
>... SSRI ae Se eee 6.4 10.5 3.3 21.5 
A aR i SC «Seam | 3.5 10. 0 | 6.2 20.9 
Caray ES Anes | 13.2 15.9 | 5.7 | 38.7 
Washington -_____..._.- BEF Ai alam 3.9 | 7.9 | 5.3 18.0 
IRS 645 Oe uc LcauGone Pei dial ee nhl es saci ge iors a io < 3.5 25.1 
Average 34 cities index__.......}...........-.-.. 6.8 | 13. 2 6.2 | 28. 4 





1 Based on rent indexes for the period 1940-49 revised to include the effect of new rental housing. These 
indexes will be available shortly. 
2 Federal rent control instituted beginning in June 1942. 
3 Decontrolled at the end of December 1950. 


No information available beyond Jan. 15, 1951. 


TABLE 3.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Birmingham area, Alabama, decontrolled May 
25, 1950, Dec. 16, 1949, to Feb. 15, 1951 





| 


Units reporting rent increases 











Average per- |___ i om 

cent increase | | saad 

(including |Werethisper-| Were higher 
Rent group as of December 1949 changed and | centage of | by— 
unchanged | allrental j|---_-___ 
rents) | units in the | 
| group | Dollar | Percent 
| 

PN nt rs oa cada ee 193 | 71 | $7 35 
SPEIRS RAAB tri gleclohel AN OED ETA CPN 40 | 86 7 | 50 
ROE RES CRAG SRES, 2 FS ah OER EER pee Be Se et 10 41 10 | 25 
I OAD Seen BP ee RG eee Be pe rs Sade" 8 46 11 | 18 








12 percent of all rental units reported decreases during this period, averaging $6, or 11 percent. 
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TABLE 4.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Houston area, Texas, decontrolled Oct. 19, 1949 





Rent group as of beginning of period 


Average per- 
cent increase 
(including 
changed and 
unchanged 
rents) 











Units reporting rent increases 
Were this per-| Were higher 
centage of by— 
all rental ; 
units in the 
group Dollar | Percent 
| 








Under $30 
$30 to $49.99 


$50 and over 


Total 


Under $30 
| BCR eR Rien arene 
$50 and over 





Aug. 16, 1949, to Feb. 15, 1950 





' 

















115 | 55] $12 | 38 
| 32 | 7m} 10 45 
16 49| 13 35 
7 | 29 19 32 
Feb. 16, 1950, to Feb. 15, 1951 
= OF i ! 
24 22 10 | 23 
23 | 35| 14] 64 
5 | 29 9 22 
() () | () ®) 








1 2 percent of all rental units reported decreases during this period, averaging $7, or 15 percent. 
213 percent of all rental units reported decreases during this period, averaging $6, or 10 percent. 


3 Less than 0.5 percent. 


4 Not shown because of the small number of units represented. 


TaBLe 5.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Jacksonville area, Florida, decontrolled Ang. 


5, 1949 





Rent group as of beginning of period 


cent change 





| Units reporting rent increases 
| Average per- |_ 


] 
| 











BOC. oh cube Sabcccacebt ee benmane 
Under $30___..-- 
$30 to $49.99_. 
$50 and over. _. 


MN Sisk aces ats weiss im cine 
Under $30 

$30 to $49.99 
$50 and over 























(including | Were this per-| Were higher 
changed and | centage of by— 
unchanged allrental |__ ‘ 
rents) units in the 
group | Deis Percent 
June 16, 1949, to Dec. 15, 1949 
| 
1+11 52 $7 2 
+24 67 7 37 
+7 40 7 18 
+6 | 21 2 27 
Dec. 16, 1949, to Dec. 15, 1950 
| 
242 | 23 7 21 
+10 | 30 6 33 
+4 | 28 7 19 
=e (3) (8) (3) 











14 percent of all rental units reported decreases during this period averaging $5, or 10 percent § 
29 percent of all rental units reported decreases during this period, averaging $8, or 13 percent. 
3 Not shown because of small number of units represented, 
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TasBLE 6.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Los Angeles City proper, California, decon- 
trolled Dec. 21, 1950 





Units reporting rent increases 





Average per- 
cent increase 5s | ’ 
(including | Were this per-) sie higher 


Rent group as of February 1950 changed and| centage of 
unchanged all rental 
rents) units in the | 
group Dollars |} Percent 








Feb. 16, 1950, to Feb. 15, 1951 











l 
WS os 0 dnp ancsyapaksatetrndesianecescaeeseuounckd 110 | 54} $10 | 25 
Under $30 ....... ee es AEE LIE Slats Se ee Cee ea nee 28 | 67 9 | 42 
a: ee ee 18 | 68 10 | 26 
i 


nr oe aS OS, 3 | 33 11 | 7 





Nov. 16, 1950, to Feb. 15, 1951 
F 











| 
Iya ee ok rer APE eU De We! 29 | 47 10 | 3 
io ee ay Lente eee 
chon ROSA Cone Ie ec FC) Ce a 22+ | 56 9 | 40 
heel ie as. = RE NRE I ERI 15 61 9 | B 
He I ao os ain ccna cade dean ouaeiabadseceassaseneaa 4 27 ll | 16 








! § percent of all rental units reported decreases during this period av eraging $11, or 14 percent. 
2 1 percent of all rental units reported decreases during this period averaging $5, or 7 percent. 


TaBLE 7.—Changes in residential rents for rental dwellings with kitchen facilities, 
covering the period since decontrol, Milwaukee area, Wisconsin, decontrolled Aug. 
5, 1949,! Feb. 16, 1950, to Feb. 18, 1952 





l 
| | Units reporting rent increases 
| Average per- | 

















= a ASE lw : Were hich 
ss Yes . 108 including ere this per- ere higher 
Rent group as of February 1950 changed and | centage of by— 
unchanged allrental = {| a 
rents) units in the | 
group Dollars Percent 
Te 23. oy Soames nap eceeaae eee CAN ny FL ee 214 | 55 $11 | 24 
Under $30..........- scinsinacsenah TAME co de 22 60 | 9| 37 
DE Se Bo iano iva nc cng ttkaguatatetinnnt dene veack 15 55 10 | 26 
OP in id Sa i ea cnecancocuness 10 | 53 13 | 20 
' ' 








1 The date of Federal decontrol (Aug. 5, 1949) coincided with the beginning of Wisconsin State control 
which permitted rent increases up to 30 percent. During this period of State control from mid-1949 to Feb. 
15, 1950, rents for all units in Milwaukee rose 12 percent; 60 percent of the rental units had increases averaging 
$8, or 20 percent. From mid-1949 to Feb. 15, 1951, including the period after State rent control was removed, 
the av erage increase in rent for all units was 28.7 percent. 

* Less than 0.5 percent of all rental units reported decreases during this period. 
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TaBLE 8.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Mobile area, Alabama, decontrolled May 25, 
1950, Dec. 16, 1949, to Dec. 15, 1950 
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ee eee : 
| 

| | Units reporting rent increases 

| Average per- |___ 

| cent increase 





: ; . (including |Were this per-| Were higher 
Rent group as of December 1949 | changed and | centage of | by— 
| unchanged | alirental |... se 
rents) | units in the | 
group | Dollars| Percent 
Saad ie To : a a cc | ee ee, oe oe 
es thie uSeise cules adn pmaetenkascapes cca ‘ 14} 28 | $6 | 24 
Under $30__...._... aN Fe aud cere che 16 | 51 | 5 | 38 
$30 to $49.99. ___ ea Te}. eee 1 8 | 8 | 20 
| aaa Zs Ae aes | 2] 32 | 7 | 11 
i 





13 percent of all rental units reported decreases during this period, averaging $6, or 12 percent. 


TABLE 9.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol. Norfolk area, Virginia, decontrolled Mar. 23, 
1950, Feb. 16, 1950, to Feb. 15, 1951 





_ | | Units reporting rent increases 
| Average per- | 

















cent increase | : : : Ff 
Rent group as of February 1950 } Bn: go Were pe oe W api igher 

| unchanged | all rental et fits 

rents) units in the | 
| group Dollar | Percent 

ee ——————————— Ter i 
ES ss tk ee eestor Si | 17 41 $6 | 17 
I ea ir Ato A tls tie fe he ie | 14 | 54 5 31 
$30 to $49.99..._........... pene Sige ae ee cee Siskin | 4} 30 6 | 15 
Ras SEIS RSS ets EE IS SES | 3 | 37 7 | ll 








1 Two percent of all rental units reported decreases during this period averaging $7, or 12 percent. 


TaBLeE 10.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the periol since decontrol. Richmond area, Virginia, decontrolled June 
25, 1950, Jan. 16, 1950, to Jan. 16, 1951 





| Units reporting rent increases 
Average per- | 
| cent increase | 
(including | Were this per-| Wes higher 
"y— 











Rent group as of January 1950 | changed and | centage of 
| unchanged all rental ernest eaths e 
rents) units in the | 

group Dollar eerrees 

ET Re ON od Meo Mae ee ee ee a REE OATS YORE REALE Ne RL We ST Mees! S Bee 

ccc erceuceckeeees: Ee roerre ee an Lae 112 60 $6 | 20 

RENEE aot Sep tty ee RIN ee SN ey 20 74 5 29 

OR ais inna nacenciedrknacesbaainineconcnsucenamel 12 69 7 19 

Re ee ca oc coal 4 35 9 | 14 
| 











1 Two percent of all rental units reported decreases during this period, averaging $8, or 14 percent. 
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TABLE 11.—Changes in residential rents for rental dwellings with kitchen facilities 
covering the period since decontrol, Savannah area, Georgia, decontrolled Mar. 6, 
1950, Jan. 16, 1950, to Jan. 15, 1951 





Units reporting rent increases— 
| Average per- js Be S 3 
| cent charge | 
(including |Were this per-| 
| changed and | centage of | 
| unchanged | all rental 
rents) | units in the | 
| 
| 


Rent group as of January 1950 W ee 


group Jollars | Percent 


cj. | Sa eee 


Under $30___- : 
$30 to $49.99______ 
$50 and over 





4 percent of all rental units reported decreases during this period averaging $7, or 13 percent. 
2 Not shown because of the small number of units represented. 


Mr. Woops. While you are questioning me, at the same time I 
would be very happy to answer specific questions from that report. 

Mr. Coie. When you say the average rise of rents for the decon- 
trolled cities was 19.8 percent, do you have it in dollars-and-cents 
figures? 

Mr. Woops. City by city, we do have it in dollars and cents. 

Mr. Cour. And that will be included in the report inserted in the 
record. 

Mr. Woops. Yes; that is part of the report. 

Mr. Coxe. Does it also include, by classes of rentals, and not of 
income? 

Mr. Woops. By rent range. 

Mr. Cours. By rent range? 

Mr. Woops. Yes; it does. 

Mr. Cote. That will be helpful. Does it show it by classes of 
income of the tenants? 

Mr. Woops. No; it does not. 

Mr. Coe. Well, I think that would be helpful if we could have that. 

Now, a 19-percent increase, or 20-percent increase, in rentals, since 
1949, seems to me to be pretty much in line with the general jacking 
up of our economy, with the general rise in consumer prices and wages, 
and incomes generally, with one exception, and that is the fixed-income 
group, living on pensions and on fixed-investment income. 

But I can’t see anything far out of line on a 19-percent rise. 

Mr. Woops. Well, I didn’t mean to include it in the way of a scare 
statement. To me it indicates, though, a trend because this 19.8 
percent was a percentage that occurred—these are cities we are talking 
about—certainly it occurred before the impact of our mobilization 
effert has caught hold. 

People have testified before this committee who have said that we 
won’t be really rolling on this thing until possibly the late fall, or 
middle of next year. 

But I certainly feel that there is a point. I could tell you that a 19- 
percent rent increase isn’t startling. We have authorized increases in 
rentals exceeding that. But it is a trend, and it is an average of the 
whole community, so that among that 19 percent, to make that up, 
there had to be a whole lot of them above it. But there is a point 
when that 19 percent creeps to 20 percent, 21, 22, 25, and 30 percent, 
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where we have got to call a halt. I merely indicate that it is a be- 
ginning, it is a trend. 

Mr. Cote. Well, in testifying before this committee on numerous 
other occasions, you, and some others, have said that when decontrol 
came about, there would be a skyrocketing of rentals. 

Again, it is difficult for a Member of Congress to get away from his 
own “background, his own area, his own district, so | may not under- 
stand the problems in the “wild west”’ of California, or of New York, 
but the thing that keeps recurring to me, Mr. Woods, is the fact that 
when decontrol came about in these cities, I just don’t see that there 
have been any ill effects. 

Now I know that there have been people who have charged more for 
rent than they were entitled to charge, but the over-all effect has not 
been chaos, as was predicted in testimony by certain organizations 
that appeared here. There weren’t any mass evictions, which we 
were told would occur. The thing that bothers me is, I am inclined 
to think that if we just let the whole rent control go by the board, it 
would take care of itself very nicely and there would be no difficulty 
whatsoever. 

Rents would not rise to any great appreciable extent, and we would 
have units for rental built. 

What is there in the picture to make me believe otherwise, except 
the fact that you say if we don’t do it they will rise? What is there 
to make me believe otherwise? 

Mr. Woops. Well, I think that certainly, if you let them rise, you 
are going to have wage increases, you are going to have price increases, 
because if they are spending a certain amount of money for rent, and 
as the chairman says, they have got to have shelter, there is no substi- 
tute for it. 

Mr. Cote. That is right. 

Mr. Woops. They have got to keep a roof over their heads, If 
their rent is increased, they have got to ask for more money to meet 
that rent, because certainly, in the lower brackets, there is no cushion, 
on which they can draw, and say, “Well, we have to meet this rent 
payment regardless of anything else.” 

They have either got to take it out of food, or clothing, or something 
else, or they have got to ask more to make up the rent. When they 
ask more, that causes an increase in wages. When we get an increase 
in wages, it costs more for this mobilization effort. 

I say that the very rock bottom of this stabilization necessity is 
rent control; that if you eliminate rent control, I think it would be a 
waste of time to even attempt to have price coptrol or wage control, 

Mr. Corr. Yes; Mr. Woods, but the point that I was trying to 
make in the beginning of my examination is that you are not stabi- 
lizing rents, and you will not stabilize rents, you will have almost a 
negligible result on the inflationary impact by reason of the selectivity 
of your approach to the problem. 

You have either got to take one horn of that dilemma or the other. 
You have either got to say, ‘We are going to put it on all of the people, 
fairly and equitably,” and say, “This is a rent control which we believe 
will do something ‘about the ‘inflationary impact,” or you have got to 
say, “There are certain critical areas, and just a few in this country, 
where, by reason of the tremendous impact of the in-migration of de- 
fense workers and military personnel, we feel it must be done.” 
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Now, I might not disagree with you about that latter case. 

Mr. Woops. I think there are two things working there. First, 
you have got an assist in these other places, in that the fact that living 
sccmmecende tions are plentiful will have a negative effect on rent in- 
creases. It has always been traditionally so, that when you have 
plenty of vacancies, your rents either remain stable or go down. 

When you have e scarcity of accommodations, your rents go up, be- 
cause you have people bidding for them. So in those areas where we 
don’t have control, in my opinion the rents are going to remain fairly 
steady, because of the law of supply and demand. 

But to go over in the other field, even in price control, there is cer- 
tainly no intention to control prices on things that the law of supply 
and demand will keep in balance. For example, watercress or pewter 
mugs, or something like that. The price on watercress is certainly 
steady. There is no demand for it. The same thing for many other 
items. In relation to the general inflation program, if those rents 
went up, it would have some effect. But I maintain that in those 
areas they won’t, and therefore they will have no effect. 

Mr. Coue. In that connection, then, the figures that I bave with 
respect to the occupancy of dwellings, from 1940, I believe it is, to 
1950, the number of dwellings occupied by only 1 percent increased 
by 45 percent. 

By 1950, the occupancy of a dwelling unit by 1 percent totaled nearly 
4 million people—actually 3,900,000 people. So rent control thus 
causes an expansion of use of the rental facilities, and thus tends to, 
and has dried up and shrunk the use of rental units. 

Is that not right? 

Mr. Woops. | think that our very changing standard of living has 
added something to that. The size of our family has been growing 
smaller year by year. As our standard of living increases, we feel that 
they are entitled to more space. That has been our system. 

Mr. Couz. The point is, though, that we, in Congress, are giving 
them that at the expense of the owner of the property. That is the 
point. I think the rising standards of living is fine. Itis right. But 
the thing that I am driving at is that the Government is giving them 
expansion of living quarters at the expense of the owner of the 
property. 

How can that be justified? 

Mr. Woops. I don’t think it is at the expense of the owner, because 
the owner is going to get an equitable and fair rent regardless of 
whether that unit is occupied by one person or a family of five. Asa 
matter of fact, it certainly is a well-known fact that even in a com- 
pletely free market, the owner chooses the smaller family, rather than 
the larger one. 

Mr. Cour. Oh, yes; but Mr. Bolling was talking about Kansas 
City. I happen. to know some things about the rental in Kansas 
City and about the treatment of some of the tenants there. I hap- 
pen to know of a six-unit apartment house in Kansas City, Mo. 
which is of brick construction, where the rents were frozen, ‘where 
the rent was $35 a month; two bedrooms, a living room, kitchen, and 
a dining room, with the landowner paying for the heat, and with a 
refrigerator and stove, a very fine apartment, and I think he got a 
$2.50 increase later. 








604 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


I think that is a situation which has occurred throughout the coun- 
try. Small-property owners have been squeezed by rising costs, by 
rising taxes, by not being able to maintain their property, not being 
able to keep them up, to paint them, to repair them, to such an extent 
that your statistics are thrown out of line, when you say they are 
receiving a fair return 

Mr. Woops. Well, I would say this, that certainly any owner, any 
place in the United States, by merely going to the office, should have 
received at least a 15-perce nt rent increase over their 1947 rental— 
not 1942, but 1947. 

Mr. Coxe. Well, I happen to know this case very well, and I know 
what terrible treatment that poor fellow got in that office; how arbi- 
trary and how actually mean they were to an old man. 

That is the thing that disturbs me about this situation. You talk 
about regimentation, and you mentioned the case of a sergeant who 
was living in a shack. Now I mention a poor old fellow who is sym- 
bolic of thousands and thousands and thousands of citizens in this 
country, who have been treated that way, Mr. Woods. They must 
have been treated that way, or else the Members of Congress would 
not feel that that is the situation. 

Mr. Woops. Well, I can do something about that old fellow, be- 
cause that is an administrative mistake, and human nature being 
what it is, I can’t always get the philosophy over to everybody that 
works for me, as to what we want them to do. 

We catch these cases and we correct them. The difference is I 
can’t do anything about that sergeant, because the law is against 
him. 

Mr. Coie. Now, but you could if each individual case perhaps 
were brought to your attention, but they cannot possibly be brought 
to your attention, and the mistreatment is really beside the point. 

The point is that they were not able to receive an income from this 
property, and again, Mr. Multer was suggesting the matter of fore- 
closures. Well, they simply had to sell it, and so let somebody else 
worry about it. That has happened to the man I mentioned, and 
has happened time and time again in this country. 

Again, if we are in such a critical situation, if we are faced with 
the survival of our country, then there are certain things we can, and 
may, possibly, do to further protect our economy. But from my 
point of view, I want to see to it that we do everything that we can 
to permit the normal operations of our economy, because I believe, 
Mr. Woods, that inflation is not taken care of or stopped merely by 
price control. 

And I think that is what rent control is, price control. 

Mr. Woops. Well, Mr. Cole, I would like to have that case, because 
that is not normal. 

Mr. Coxe. Oh, its over and done. I just brought it out as an 
example. 

Mr. Bouuina. Mr. Cole, will you yield? 

Mr. Cote. I yield. ‘ 

Mr. Bourne. I certainly feel, since you have mentioned certain 
aspects of the particular case, that it would be a good idea to supply 
us with all the facts, perhaps not now, but later on. The impression 
that I have gotten, specifically, both from real-estate men and from 
tenants in Kansas City, that is that they all seem to feel—and I have 
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some letters in my file to that effect, from real-estate men—that the 
man who is in charge of that rent control office in Kansas City has 
done an outstanding job of administration. 

Mr. Woops. I would like to add to that. I will be frank with you, 
Mr. Cole. Things weren’t always good in Kansas City, but they are 
now. 

Mr. Coie. Now, we were talking about the depreciation allowance 
a moment ago. A property which might have cost the individual 
$10,000 in 19: 38, may have been sold to someone in 1950, for, shall we 
say, $20,000. 

‘Now, the man who bought it in 1950 has a different rate of depre- 
ciation, than the man who bought it in 1938, hasn’t he? 

Mr. Woops. He doesn’t have a different rate. He has the same rate 
on a different total, on a different volume. 

Mr. Cote. Yes, and he obtains a considerable benefit, or at least 
there is a considerable difference in treatment between the two people. 

Mr. Woops. No; the first guy got the money. He got his $20,000. 
The new man has that $20,000 to realize a return on. 

Mr. Cote. Well, he got a part of it, after taxes. 

Mr. Woops. The first man actually just got double his money by 
waiting. 

Mr. Cour. Well, he got part of double his money by waiting. 
Again, like in the beef industry, I say it is a question of how much 
money he actually gets and puts in his pocket, rather than the theory 
of it. 

One more thing and I am through: Kansas, as well as a number of 
other States, have, by legislative action, decontrolled. 

If this is a problem of local rent control, why could it not be possible 
that the local communities, the local States, could take care of it? 
Why couldn’t they take care of it? 

Mr. Woops. Well, I think that, first of all, as in price or wage 
control, it is a national problem. But I would say this: that any 
State that would observe the same purposes that the Federal Govern- 
ment would in imposing rent control, that established rent control— 
let’s take, New York, for instance, where the standards and the 
purposes are the same, to prevent inflation, I certainly wouldn’t 
want to interfere with a State that had adequate rent-control legis- 
lation. 

I think, however, that the Federal Government, in a time of 
emergency, should have the right to make sure that those standards 
remain the same, and that they are adequate. 

Mr. Cote. Mr. Woods, you haven’t convinced me that this is a law 
to attempt to stabilize the economy and to prevent inflation. 

You have convinced me that it is a law which attempts to keep rents 
low in certain critical areas. Now, if the latter is true, then I think 
the States can do just as good a job—and frankly a much finer and 
better job, with justice to both parties—than the Federal Government 
can, 

And I think you are going to have to grasp one of those horns or the 
other. You are going to have to say, ‘‘We want to treat everybody 
alike, and we want to actually stabilize the economy if we can,” and 
say that rents shall be a certain price and no more, or you are going to 
have to say, ‘We are going to put it in certain critical areas.” I think 
you are inconsistent if you try to do both. 
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The Cuatrman. Mr. Woods, what percentage of the cost of living 
of the average American family is reflected in rent? 

Mr. Woops. Today, taking the over-all average, it is 13 percent. 

The CuarrMan. Thirteen percent? 

Mr. Woops. Yes. It is much higher, of course, for the lower in- 
come groups. 

The CuarrMan. Now, it has been said that the purpose of this act 
is to stabilize oureconomy. Ithink thatistrue. But there is another 
concept in the act, it seems to me, and a very democratic concept: that 
rent control was originally adopted in order to protect the citizens who 
were at a disadvantage in dealing with the owners of the property. 
Where there is a shortage of housing, and where housing is so abso- 
lutely essential, the renter is at a very distinct disadvantage when he 
deals with the owner, because the owner can get the price he desires, 
and the renter dickering for it has no alternative except to pay the 
rent demanded. 

That was the original concept, it seems to me, of this bill. Now, of 
course, the purpose of stabilization ought to be in it, too, but it seems 
to me that that is the original concept and a very democratic concept. 
I don’t think that rent control is necessary where there is an ade- 
quate supply of housing. Where there is an adequate supply of 
housing, the free market produces a fair rent, but where there is a 
shortage of housing, with housing being such a prime necessity, cer- 
tainly the man who wants housing is at a disadvantage when he deals 
with the owner of property in those particuiar areas. 

Mr. GAMBLE. Just one question, Mr. Chairman, and that is in re- 
gard to the New York situation. 

If you get the extension of rent control on the new powers under 
this bill, what would you do with respect to New York State, which 
has its own rent-control law, residentially? 

Mr. Woops. Well, I think I would certainly concur—and I would 
have to concur, but I would want to anyway—in what the President 
and Mr. Wilson have said, namely, we do not want to disturb any 
area, any State in which there is adequate rent control. Now, it is 
my understanding that in the State of New York there have been some 
changes in the rent control law recently. 

I haven’t had an opportunity to study those, but I can say this: 
If the New York State rent-control law operates as it operated from 
the period when they took over, there certainly would be no necessity 
for the Federal Government taking over from New York, because 
their rent-control law, in my opinion, was adequate. 

But I do believe that the Federal Government should have the 
power, in a time of emergency such as this, to watch the situation and 
if it changed so that the stabilization goals were not being made, that 
the Federal Government could step in. 

Mr. Gamste. I| think you probably would have the power to do 
that anyway. Under the law passed in New York, I think you would 
have the right to do that. There has been so much confusion up there, 
as you know, due to the New York City ordinance and a few other 
things, that I would hate to see us get back to another state of con- 
fusion. 

Mr. Woops. I would hate to see it, too. 

Mr. Gamsue. And I think you have had eriough headaches out of 
that situation, so that you probably wouldn’t want to take it on 
again. 
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One other thing: The New York commercial rent law applies to 
New York City; isn’t that correct? 

Mr. Woops. I believe New York City and Albany. 

Mr. Gamer. And those are by local ordinance, I believe. 

Mr. Woops. No, it was by State law, but just applying to those 
two communities. 

Mr. GAMBLE. Yes: you are correct. I know that is true in New 
York City. I didn’t know what the situation was up-State. It is 
permissive then, and some of the other cities could establish it, could 
they? 

Mr. Woops. Mr. Dupree, do you know that? 

Mr. Dupree. I don’t know. 

Mr. Gamste. I don’t know either. I was curious to know. 

Mr. Dupres. I don’t think so; but I am not sure. 

Mr. Gamste. I am sure there was no statutory commercial rent 
law up-State outside of Albany, as vou state. 

Mr. Dupresn. That is right. 

The Cuairman. Mr. Bolling. 

Mr. Boututne. Mr. Woods, yesterday there was some discussion 
of rent control on hotels and one of your answers let me a little con- 
fused. 

Isn’t it true that if this law were enacted there would be authority 
to control all hotels and not simply those in the city of Chicago? 

Mr. Woops. That is true. If I gave the wrong impression, I am 
sorry, and for that reason I. will repeat it. The provision as it is 
written in the bill would be for control of all hotels, not just picking 
out a city. 

Mr. Kiuczynskt. No exemptions at all now. All over the country, 
hotels would be controlled. 

Mr. Woops. They wouldn’t be necessarily under all over the 
country, but let me 

Mr. Kuveznyskti. That is what I thought. 

Mr. Woops. We wouldn’t want to use as a standard the population 
of a city to determine whether those hotels in that city were under or 
not, as was done in the present law. 

What we would do would be to control hotels on a selective basis, 
strictly based on supply and demand. 

It wouldn’t be necessary to go in all over the country, but we 
wouldn’t be making exemptions or exceptions based on population. 
But the law would “provide for control over hotels anywhere in the 
country. 

Mr. Bouuina. Mr. Woods, there has been a considerable amount 
of discussion as to the causes for deterioration taking place in rental 
units, and I think the record is replete with people saying it is because 
of rent control. 

Isn’t it also true that perhaps some of this deterioration is because 
the landlord has 100 percent occupancy, and in many areas, people 
clamoring to get into those units, and he can rent them, deteriorated 
or not deteriorated? 

Mr. Woops. That is correct. I know some of the members of the 
industry will disagree with me, but I say that a landlord today is 
not neglecting the essential things j in his building, like his roof, his 
boiler, his brickwork—the things that add to his capital improvement. 

What he is doing, and because he doesn’t have to, he has eliminated 
most of the sales expense in connection with renting. In other words, 
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heavy deteriorating expense, frequent changes of equipment, new 
window shades, sanding of the floors, and all of those things, because 
he can rent his place today in an “‘as is’”’ condition. 

What it has meant is a change in the luxury services that the tenant 
used to demand. They don’t demand them any more, because they 
don’t get them. The landlord doesn’t have to give them. Of course, 
that very factor is one of the reasons that his net position—and I am 
looking at his building solely now—is so much better than it was when 
rent control started. 

Mr. Boturne. Now, Mr. McKinnon raised an interesting point of 
the possibility of our considering giving landlords an increase in rent 
based on an increase in the income of the individual tenant. Of 
course, one couldn’t approach it on that simple basis alone. One 
would have to apply rather a more balanced approach. If this month 
the tenant got an increase in income, and the landlord got an increase, 
and next month the tenant’s income went back down, the landlord 
would have to be cut back down. I am afraid it would be adminis- 
tratively unfeasible. 

Mr. Woops. I am afraid it would. 

Mr. McDonovan. I agree that it would be a very difficult thing 
to adjust, if you will yield, Mr. Bolling, but where an individual, for 
instance, is renting a five-room unit, at, say, $40 a month, and ‘two 
members of his family, we will say, are employ ed, and the income is 
five to six hundred dollars a month, don’t you think that that tends 
toward inflation as much as if he were spending a larger percentage of 
his income for rent? He has more to spend, and as a result, he is 
in a better position than the man earning $200 a month. 

Mr. Bouuina. I think obviously we have to write the law so that 
it deals with general situations, and does not try to deal with each 
specific case. I think, however, such exceptional cases should cer- 
tainly be taken care of administratively. 

Mr. McDonoveu. There are many, many such cases that we have 
had experience with. 

Mr. Bouuina. I don’t believe it would be sound to write the law 
too specifically, or even make a general statement based on a specific 
and exceptional case. Now, this critical situation that we obviously 
have around some of these military installations disturbs me in a 
number of respects besides straight rent control. 

Why is it, Mr. Woods, why are not most of those declared critical 
housing areas, Mr. Woods? 

Mr. Woops. Mr. Bolling, I don’t know. I don’t have anything 
to do with critical housing areas. It may sound funny, but I don’t. 

Mr. Bouurne. Who handles that? 

Mr. Woops. According to what I read in Headlines, that is the 
National Association of Real Estate Boards publication, there is a 
committee in the Government that does have something to do with it; 
but I don’t know too much about it. 

Mr. Botting. You actually have no relationship with that com- 
mittee in the Government, have not been consulted? 

Mr. Woops. I have never been consulted and I don’t know any- 
thing about it. 

Mr. Boutuine. That is a very strange situation, since you, pre- 
sumably, are as good a source of information on that subject as any- 
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Mr. Woops. As a matter of fact, I think we are as good a source 
as anybody. 

Mr. Bouiine. So we have the very interesting situation of the 
responsibility being in one place, and the information perhaps being 
in another. 

Mr. Woops. Well, they must have some information, but we have 
never been consulted. 

Mr. Bouuina. What is the answer? 

Mr. Woops. I can’t even tell you what those areas are. I have 
read in the newspapers that there are four or five of them which have 
been so declared. I don’t know the standards. I suppose it is just 
a part of getting going. 

Mr. Botuinc. Now, then, we can prove, if we select our statistics 
carefully enough, almost anything in any case. We have heard a 
lot on the one hand that the small landlord has been beaten over the 
head consistently, and on the other hand that he has been coddled. 

What have you done for the small landlords? 

Mr. Woops. I am glad you said lets leave the statistics aside and 
talk in four-letter words. I think we have done considerably for the 
small landlords, and it is easier to discuss it in facts than in percentages. 

It has been a bother to this committee for many years—I know the 
number of years that I have been up here—and it has been a bother 
to me, as to how to take care of this little, nonprofessional. 

I think the real estate industry is almost unique in that a man can 
be in a business and yet not be in a business, and that is your situation 
with your small units, when people have taken their life savings and 
put them into one or two or three rental units. 

You run into difficulty when you, by law, try to say “this kind of 
a building gets certain treatment.” 

The big difficulty with that group of people is that, traditionally, 
they didn’t keep records. In 1949, in order to try to correct this 
situation, we put into operation a plan which, because of the place 
we tried it out first—Baltimore—came to be known as the Baltimore 
plan. Up until that time we required all landlords to substantiate 
their requests for rent increases by presenting bills, by presenting 
vouchers. 

We eliminated that for the small landlord. We told him, “If you 
come in and tell us that you spent this amount of money, we will 
give you a rent increase for it.” 

In other words, we eliminated substantiation in his case. That 
helped to a great extent, but it didn’t do the job completely. The 
next step we took was through the cooperation, and really at the 
insistence of the Chicago Rent Advisory Board, in the summer of 1950. 

The Chicago Rent Advisory Board said, ‘Look, you people have 
been in business long enough. You ought to know by this time how 
much things cost. You know what coal costs, you know how things 
have increased. Why can’t you, when a landlord comes in and tells 
you, particularly a small landlord, that his costs have increased, give 
him a percentage, and not make him go through all that red tape of 
proving his case.”’ 

We did that in Chicago, and it was so successful that other rent 
advisory boards throughout the country adopted it. In other words, 
the board picked out the percentage in which they thought, in their 
community, costs had increased, and they said, “Now this shall 
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apply to everybody that comes in and says, ‘My costs have increased. 
I am keeping up my essential services.’”’ That helped a lot more. 

The next headache we had to face, particularly with small land- 
lords, was on the basis of compliance. We know that many landlords 
violate innocently. So we devised a plan for what we call ‘‘self-help.” 

The landlord, particularly a small landlord, was in violation, he 
was overcharging, but had done something to the property. He 
would have been entitled to an increase if he had put in for it. We 
let him come in and offset one with the other. And in those cases 
we didn’t force him to refund. 

For example, if he had a garage and was charging $2.50 overcharge. 
If the garage was worth $2.50, that was an offset. We gave him a 
petition, and set him on the right track. 

Mr. Bouuina. In other words, you used good common sense, and 
not a rigid and inflexible application of the law? 

Mr. Woops. That is true. Well, that helped. But everybody— 
I know I have heard people on this committee say, “Through the 
very fact of rent control you are eliminating the traditional bargain- 
ing between landlord and tenant,’ so on these compliance cases 
where we used to call the landlord in at one time and the tenant the 
next, now we call them both in together, and we sit them down at a 
table, with an arbitrator in the middle, and we let them work out 
their difficulty, settle the overcharge and settle adjustment right 
there, on overcharge cases. 

Now, the last step, something that we are trying out on an experi- 
mental basis right now, which I think will help considerably, is this: 
We are trving to have landlords and tenants agree on the amount of 
increase that they feel is worth while. 

I just want to add, because I see Mr. Gamble looking at me, 
that it wasn’t an original thought. We borrowed that from New 
York. In New York it is working out very successfully. In other 
words, the tenant wants a new porch, a new gas stove or something; 
they get together with the landlord and they agree on an amount. 
That is our present plan. 

Mr. Gamsue. And it is working out pretty effectively, Mr. Woods? 

Mr. Woops. Yes, but let me say this: Somebody might say, “In a 
tight housing situation the landlord can sandbag the tenant into 
agreeing.’’ We make them at least file the petition in the office, so 
we make sure that the amount granted isn’t above the normal. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Bouurna. I yield. 

Mr. McDonovueu. What do you do in cases—and there were a 
number of cases that came to my attention when rent control was in 
effect in Los Angeles—where a tenant went into a property, say, at 
$50 a month, turned around and sublet it to other people, because 
he didn’t need all the space he had, and obtained more rent from the 
subletting than he was paying to the property owner. And your 
office in Los Angeles in many instances did nothing about it. 

Mr. Woops. Well, they should have done something about it, 
because in the present regulations, one of the grounds for increase is 
that very set of facts that you give. In the case of subletting, I will 
admit it is a difficulty—in that case we did require proof. 

The landlord would come in and say, “I know that my tenant has 
sublet a room or two rooms, andfhejis getting $65 and I am only 
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etting $40.” We would call the tenant in and he would deny it. 

e would say, ‘‘Why, those are my relatives. They are just visiting.” 

The CHarrmMan. We are going to have to meet at 2:30 with another 
witness and’ we can’t pursue this much further in view of the time 
element. 

Mr. McDonoveu. All right. 

The CuatrMan. Have you any more questions? 

Mr. McDonoveau. Oh, no. 

The CHatrMan. Then we will have to adjourn, 

Mr. Kuivuczynskr. May I ask just one question, Mr. Chairman? 

The CHarrMAN. Yes. 

Mr. Kuvuczynskit. On your control of business property, Mr. 
Woods: Suppose I wanted to sign a lease for a store, and the landlord 
gives me a graduating lease. Say the first 2 years I pay $300, and the 
next 3 years, $350, and the next 5 years, $500. 

Could he have that graduating lease, under the controls? 

Mr. Woops. Well, let’s say that while we haven’t worked out the 
regulations completely, if that lease was entered into right now, | 
mean since the impact, I would say we would probably say ‘“no.”’ 

A lease that was entered into prior to Korea, our intention would be 
to honor those leases. 

Mr. Kuivuczynskt. Prior to Korea? 

Mr. Woops. Yes. 

Mr. Gamsie. You don’t invalidate leases in situations such as 
that, do you? 

Mr. Woops. Not where the lease was entered into long before this 
impact of the present situation. 

Mr. Gamste. Yes. 

Mr. Woops. But if that lease was entered into today, I say we 
should have the right to say that graduation part of it is void. 

Mr. Gamsue. There are an awful lot of leases of that type in New 
York. Then you get this other type of lease in commercial rents, 
where the tenant pays a base rent, and then the landlord gets an 
additional proportion of rent depending on profits. 

Mr. Woops. Those are not hard to handle, because the basis for 
them was to improve the general sales position of the merchant and not 
reflect any increase in cost on the item on the shelf. That is the thing 
we want to protect. 

Mr. Gamsus. Yes. Thank you, that is all. 

The CHarrMan. Mr. Woods, can you return at 2 o’clock in order 
that any members who desire to interrogate you, and have not yet 
had the opportunity, may do so? 

Mr. Woops. Yes, sir. 

The CHarrmMan. Very well. Mr. Woods will return at 2 o’clock. 

(Whereupon, at 1 p. m., the committee adjourned, to reconvene at 
2 p. m., the same day.) 


AFTERNOON SESSION 


Members present: Messrs. Spence, Brown, Patman, O’Brien, 
MeKinnon, Bolling, Fugate, Wolcott, Gamble, Talle, Cole, Me- 
Donough, and Betts. 

The CuarrmMan. The committee will come to order. I recognize 
Mr. McDonough. 


‘ee nowy 
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Mr. McDonoveu. Mr. Woods, I wanted to get in to the question 
of what you may do if this authority is granted, to those areas that 
are not decontrolled. 

As I understood your reply to a question by one of the other mem- 
bers of the committee, you intend to select the areas which, in your 
judgment, need control? 

Mr. Woops. That is correct. 

Mr. McDonovuau. What factors are you going to use to determine 
whether control is necessary in one area or another? 

Mr. Woops. Well, Mr. McDonough, we feel that we have to take 
a large number of factors into consideration. We cannot just use 
a vacancy factor, or a percentage of rent increase. 

We have to take the reports of the Defense Department, reports 
of the military, reports of existing and possible industrial expansion, 
reports from local manufacturers, business concerns—in other words 
we have to take all those reports into consideration. 

Particularly in industrial centers, which are the most difficult to 
determine as to when rent control should be put in, we have to take 
into consideration a lot of factors, and weigh them all, giving due 
weight to all of them as they occur. 

I am afraid that if we tried to adopt, say, one standard—a stand- 
ard, for example, of a certain vacancy rate, or a standard of a certain 
percentage of rent increase over a date—that if we did that alone it 
might hit one area where recontrol was necessary and not hit another. 

So we feel we have go to take a whole group of factors into con- 
sideration, and weigh them. 

Mr. McDonoven. What does your survey of the situation in Los 
Angeles since decontrol show? 

Mr. Woops. Well, there were two, actually. There was a rent 
survey—Los Angeles, incidentally, was one of the nine cities covered 
in this BLS survey discussed this morning. 

This survey was made 2 months after decontrol, for a 2-month 
period. The average percentage of increase: 47 percent of the units 
had increases, and their average was 23 percent. 

The over-all percentage, that is taking all of the units, those that 
had increases and those that did not, was 9 percent. 

Mr. McDonovcu. How many units do you consider there are 
there? 

Mr. Woops. This was a Bureau of Labor Statistics survey, and I 
don’t know actually. 

Mr. McDonoveu. What was the date of that survey? 

Mr. Woops. February 15, 1951. 

Mr. McDonovueu. And your increase showed what? 

Mr. Woops. It showed an over-all increase of 9 percent for the 
entire community, 47 percent of the units having increased, and of 
those that had increases, the average increase being 23 percent. 

Mr. McDonoveu. I have the Department of Labor statistics here, 
and they show that between November 15, 1950, and February 15, 
1951, the increase was 6.1 percent. That is their figure, according to 
their own bulletin. 

Mr. Woops. Well this is also a release of the Department of Labor, 
under date of April 26, 1951. 

I think Mr. Davis can explain the discrepancy between the two 
surveys. 
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Mr. Davis. Los Angeles is one of their regular survey cities, among 
the 34 large cities which they surveyed, I believe, quarterly, and this 
tabulation which was placed in the record was a tabulation for nine 
decontrolled areas, looking at the rents for identical units, in the case 
of Los Angeles, on November 16, 1950, and February 15, 1951. 

Now it may be that in the course of the regular release of their sur- 
vey, they had different units in that period, so that the index for the 
ordinary release may not agree entirely with this. 

(The following explanation of the apparent discrepancy was 
obtained from the Bureau of Labor Statistics and later submitted 
for the record:) 

The 9 percent increase applies to the city of Los Angeles proper. The 6.1 
percent increase is for the Los Angeles area, including suburbs. Many of these 
suburbs were decontrolled before the city of Los Angeles and had rent increases 
before November 1950. 

Mr. McDonoveu. Well, I am quoting from a release of the Bureau 
of Labor Statistics of February 15, 1951, and it shows that the rent 
increase, since decontrol, was 6.1 percent. 

I have additional figures here, based on a possible total of 350,000 
rental units in Los Angeles, and a survey of nearly 10,000 of those 
units, shows an increase, since decontrol, of 5.5 percent. 

In other words, the increases that occurred were by no means equal 
to what they anticipated. They had an idea there was going to be a 
terrific increase if decontrol was effected, and it didn’t turn out that 
way. 

Mr. Woops. Mr. McDonough, may I inquire as to the source of 
that last survey? 

Mr. McDonovan. This is a combined survey conducted by the 
Apartment Association of Los Angeles, the Los Angeles Chamber of 
Commerce, the realty board, and the small property owners legisla- 
tion. It was jointly conducted by them. 

Now of course that is what has occurred. The thing that I am 
thinking about now is, that since Los Angeles took the initiative and 
by appropriate action of the city council, which you incidentally agree 
with, and with which they had quite a time for a while, it has been 
decontrolled. 

If the authority is granted here, you are going to be privileged to 
move into that district and apply controls regardless of the authority 
of the city council, or of the State and county authorities? 

Mr. Woops. Well, that is true but—— 

Mr. McDonoveu. Don’t you think that, in view of what has 
occurred since decontrol, and the tremendous amount of building, the 
tremendous vacancy factor, with offerings in the newspapers increasing 
tremendously, that you should give a lot of consideration to an area 
like that before recontrolling it?” 

Mr. Woops. That is true, - and that we would certs finly do. 

These standards for recontrol are going to be public knowledge, are 
going to be applied, and everybody in every community will see them 
and understand them, and the standards will be so widely publicized 
and well understood that unless a community needs recontrol, in 
accordance with those standards, there is no intention of going back in. 

Mr. McDonovuau. This morning I recall you saying, in reply to a 
question, that you would not apply any rental beyond the Korean 
crisis, on any recontrolled area? 
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Mr. Woops. Yes. 

Mr. McDonoveu. Well the bill gives you authority to pick rent 
control between May 24, 1950 and June—what is the date now— 
during the period from May 24 to June 24, 1950. 

Well of course, June 25 was the Korean crisis. What about the 
6,700,000 units that are now under control, many of them dating back 
to the 1942 basis? What are you going to do about those? Increase 
them? 

Mr. Woops. Well, if they have grounds for an increase, if they 
have had cost increases—in the first place, let me say they have had 
some increases, under control. 

If they can show cost increases, they will get more, but it will be 
on the basis of petitioning for them. 

Mr. McDonoveu. Could you say how many of the 6,700,000 units 
that are now under control are still based on the 1942 basis for rentals? 

Mr. Woops. We have no statistics on that figure, because that 
would require going into each office, and checking every registration. 

All 1 know is that we have a very high percentage of units that 
have had increases. 

Mr. McDonovau. Do you think that this title IV, in this bill 
should be amended to carry the same clause, giving local autonomy? 

Mr. Woops. I do not. I feel that in the case of a national emer- 
gency, the local option should be eliminated, just as it is in price and 
wage controls. 

Mr. McDonoven. What do you consider a fair return on, we will 
say, a six-unit small property, costing, say, $20,000, after taxes and 
depreciation and upkeep? 

Mr. Woops. That is a difficult question to answer, because it would 
depend, first, on what you were basing value. 

Mr. McDonovau. Well, I mean, you have to answer it. That is 
a part of your job. I don’t mean you have to answer it to me, but 
that is the responsibility you have. 

The bill says you have to give a fair return to the property owner. 
So I am saying, what would you say would be a fair return for a 
$20,000 investment, say a six-unit building? 

Mr. Woops. I don’t think that the bill, sir, mentions a fair return. 
We have always avoided the term “fair return’ because I don’t know 
what a fair return is. 

Mr. McDonoven. Well, what do you base it on? 

Mr. Woops. We base our adjustments on what a building has been 
doing compared to the time when it went under control. 

Mr. McDonouanu. You don’t set the rent so that the. property 
owner cannot maintain it, cannot pay the taxes and depreciation, 
do you? 

Mr. Woops. No, we take all of those things into consideration. 

Mr. McDonovan. After that is done, what percentage of the 
capital investment which he has, do you consider? 

Mr. Woops. We do not base it on that. We base it on a comparison 
of his net income—what it used to be. 

Now, the net income for one person might be a very large return on 
investment, and the same net income for another person might be 
very small. 

Mr. McDonovucu. Well, do you have any minimum? Suppose 
the rate you set gives him no return at all, and all he can do is maintain 
the property—pay the taxes and write off the depreciation? 
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Mr. Woops. We keep him in, shall I say, a plus condition. 

Mr. McDonoven. All right. Plus how much? 

Mr. Woops. Depending on his own building. If he chooses to go 
under one provision of the regulation, and he is not earning, for 
example, a fair net operating income, we will put him in a position so 
that he is realizing at least a 25-percent differential. 

Mr. McDonovau. That was stated in one of the previous acts, 
wasn’t it? 

Mr. Woops. That is in the present act. 

Mr. McDonover. Twenty-five percent? 

Mr. Woops. Of his income. That, however, is a provision that 
has not worked satisfactorily for the small landlords. The big ones 
do all right under it. 

Mr. McDonoveu. Do you set the rent control on public housing 
units? 

Mr. Woops. Well there are several types of public housing units. 
Do you mean the type of housing that is administered by the— 

Mr. McDonovau. That is built with Federal aid, and under a 
housing unit established by a Federal statute in the area. 

Mr. Woops. If it was built prior to February 1, 1947, we do. 

Mr. Gampte. After or before? 

Mr. Woops. Before. In other words, we set the maximum ceilings. 
We do not set the amount of money that they collect, as long as they 
stay within those ceilings. 

Mr. McDonougeu. Well, within what ceiling? 

Mr. Woops. We set the ceiling in this way: For example, in a low- 
cost housing project the ceiling per unit may be $35. They may 
collect $10, $15, or $20, depending on what type of tenant they have, 
because that is the purpose of it. 

Mr. McDonouen. Well, if the public housing unit cost more than 
a privately built housing unit, and the rent for the same amount of 
space, the same kind of accommodation would necessarily be higher 
in order to liquidate the Federal loan against the project, how do you 
balance that rent against a privately owned dwelling? 

Mr. Woops. We base it on comparability with privately owned. 
There is no discrimination for publicly owned housing under rent con- 
trol. 

Mr. McDonoven. No, in other words, a public housing unit may 
cost more, may be set at a higher rate per month by your office, than 
a privately owned unit? 

Mr. Woops. No, it is just the opposite. 

Mr. McDonovanu. Well it might be? 

Mr. Woops. We set it the same. It may cost more, but he doesn’t 
get more rent than a similar type of privately owned apartment 
house unit. 

Mr. McDonoveu. But the rent on a public housing unit is estab- 
lished by the amount of money the Federal Government has invested 
in the property? 

Mr. Woops. No; it is established, if I remember correctly, by the 
ability of the tenant to pay, in certain income levels. 

We establish a maximum ceiling rent based on comparability with 
other housing in private industry. 

Mr. McDonoveu. Well, it isn’t based on a loss to the Federal 
Government for the amount of_money they invested, is it? 
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Mr. Woops. It is subsidized. 

Mr. McDonoveu. But it has got to liquidate the loan. The rental 
is the only source of income for that purpose. 

Mr. Woops. Yes; but the very purpose of public housing is not to 
pay a return on what it costs to build. It is subsidized housing. That 
is its purpose. 

Mr. McDonoven. Do you think the public housing unit should 
continue to be constructed during this emergency? 

Mr. Woops. If the public housing is needed to relieve a critical 
housing shortage, I see no reason to distinguish between a public 
housing unit and a private. 

Mr. McDonoven. Mr. Chairman, I want to insert at this point in 
the record, a statement I have here. 

The CuarrMan. Without objection, that may be done. 

(The statement referred to is as follows:) 


Before the decontrol of rents in Los Angeles, on December 20, 1950, the propo- 
nents of rent control made many preposterous claims such as: ‘‘mass evictions,” 
“chaos,” ‘300 percent rent increases,” “‘gouging,”’ etc. It has been over 3 months 
since the rent lid was lifted here and not one of these claims has come to pass. 

Has there been “gouging” and ‘300 percent”’ rent increases’? Definitely not. 
A survey taken January 15, 1951, by allied groups in the rental field divulged the 
following information: 


Number of units surveyed _-_- -- 9, 462 
Number of units inereased__ -- 

Number of units decreased___-_ cee awn 

Number of units unchanged__- seis on aie one Ss 8, 222 
Gross monthly rent before decontrol_ _.------- - -- $435, 162. 
Gross monthly rent after decontrol $457, O91. 
Average monthly rent before decontrol_ : eames a a $45. 
Average monthly rent after decontrol : a> ees $48. 2 
Average increase since decontrol_____------- om aie $2. 
Percentage increase since decontrol 


The Bureau of Labor Statistics for the western region, in a release issued March 
26, 1951, stated that for the period from November 15, 1950, to February 15, 1951, 
rents increased only 6.1 percent. Further they show an increase of only 8.5 per- 
cent from June 15, 1950, to February 15, 1951. For this same period (June 15, 
1950, to February 15, 1951) food increased 12.5 percent and housefurnishings 
moved upward 10.7 percent. On the Consumers’ Price Index (1935-39= 100) 
the rent index is less than all other items except fuel and ice. It is 67.5 points 
under the index for food and 42.2 points under the index for housefurnishings. 

It is interesting to note that according to the California Department of Indus- 
trial Relations the average hourly earnings of all manufacturing production 
workers in the Los Angeles area was $1.71 per hour in January 1951. On the 
basis of a 40-hour week, these employees earned $68.40. On the basis that 
20-25 percent of a month’s wages should normally be set aside for rent payments, 
the average worker in Los Angeles who rents, enjoys a distinct position when com- 
parison of his weekly wages is made with the average monthly rent of $45.99. 

Apropos of rental increases, it is strongly rumored that the City Housing 
Authority of the City of Los Angeles is considering increasing rents in the units 
under its jurisdiction an average of 30 to 40 percent. Compare this with the 
6.1 percent reported by the Bureau of Labor Statistics. 

Many claims were made and are still being made, that a housing shortage exists 
in the city of Los Angeles. Nothing could be further from the truth. The Pea- 
cock survey, taken during the latter part of March and early April of 1950, showed 
a vacancy factor in rental housing accommodations of over 4.5 percent. In order 
to show that an increased vacancy percentage now exists, one only has to compare 
the number of classified ads in the Los Angeles Times on April 2, 1950 (during 
the time Peacock survey was taken) with the number on April 1, 1951. Mr. 
Spaulding, manager of the classified sections, states that there were 60 “wanted 
to rent” ads run on Sunday, April 2, 1950, and only 35 such ads on Sunday, April 
1, 1951, a decrease of 41.6 percent. Atotal of 644 ads offering apartments, flats, 
and houses for rent were run in the paper on April 2, 1950, while 1,065 such ads 
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appeared a year later. This represents an increase of 39.5 percent in units 
offered for rent. 

Preliminary figures from a survey now being taken by the Apartment Associa- 
tion of Los Angeles County, Inc. (copy of questionnaire attached) shows a vacancy 
factor in excess of 7 percent. The survey covers all areas of the community, all 
types of rental housing; and units in every rental range. It is interesting to note 
that, in connection with this survey, owners indicate that many units remain 
vacant for lengthy periods of time. An interesting case involves a double apart- 
ment in the 700 block on South Carondolet which when vacated by the tenant, was 
rehabilitated at a cost in excess of $400. The rental approved by the Office of 
Housing Expediter was $75.30 per month. It was vacant for over 1 month during 
which time it was offered for $75 per month. Another example of the present 
vacancy trend involves a building on Pico Boulevard. This structure contains 
87 units. In excess of $100,000 was spent on rehabilitation—yet 46 apartments 
were vacant at the start of the survey. A third example, involving another 
class A building of 63 units, shows an expenditure of over $60,000, yet there is 
at’ present 20 percent of the units vacant. 

You will note that one of the questions in the survey relates to the amount 
spent on rehabilitation since rents were decontrolled in this area. This question 
was asked in order to determine the approximate amount of money which accrued 
to the benefit of various types of business. The preliminary figures show that in 
2,030 units (including the preceding examples) a total of $261,448.28 was spent 
by the property owners—in less than 4 months. 

The matter of evictions was a matter of great concern to those groups advocating 
continuation of rent control. Claims were made that ‘‘thousands’’ of persons 
would be forced into the streets. Let us see what actually happened. In the 
3 months preceding decontroi a total of 721 filings were made with the clerk of 
the municipal court, as follows: 








| saat Percent of fil- 
Number of ings to total 
Month filings | rental units 
(350,000) 








October ePaper aN bes janaet 229 | 0. 065 
November-.--.- mipiacil aaletdnlk dicey wlan el 242 | . 069 
December 250 | 071 





On the basis of 67 actual working days there were 10.7 eviction cases filed each 
day. In the 3 months following decontrol a total of 1,316 filings were made with 
the court as follows: 





ieee A‘ Percent of fil- 

r P Number 0 ings to total 

Month filings | rental units 
(350,000) 





TERE py Bef Sane te ye seee vk 412 0.117 
February. 55: . 158 
Nae as se casccakas ni wi ir apr eEh Rayner apie 35 . 1002 





There being 72 actual working days during this period, an average of 18.3 filings 
were made per day. It is interesting to note from these figures that from a peak 
of 553 in the month of February, the activity dropped to 351 in March. Ineluded 
in the filings are a number of unlawful detainers filed by the city housing authority, 
A check with the county marshal’s office discloses that 14 writs of possession were 
actually issued in October 1950 despite the fact that 229 unlawful detainers were 
filed. In March 1951, 31 writs were handled by the marshal’s office while 351 
eviction filings were made. The ratio of writs to filings appears to be nearly the 
same before and after rent control. ° 

As an indication of the general feeling of the voters in this city, rent control was 
not an issue in any of the councilmanic races at the recent primary election. Nine 
of the ten councilmen who voted for decontrol were reelected at the primaries 
while the tenth was defeated for other reasons. 

In the fourth largest city in the country, and the largest yet decontrolled, rent 
control has become just a memory. 
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From the foregoing facts one, and only one, conclusion can be made. The 
citizens of this community benefited from the decontrol of rents. 

Tenants’ rents were not increased exorbitantly. Where increases occurred, in 
almost every instance, rehabilitation took place making the rental accommodation 
more desirable. 

Tenants, because of the increased vacancy rate, can “shop around.” 

Painters, plumbers, roofers, upholsterers, furniture and carpet distributors, etc., 
were benefited from the money spent on refurnishing. 

Owners once again operate their properties without Government interference 
under the time-proven law of supply and demand. 

The CuarrMan. Mr. Woods, we thank you for your testimony. 
We were very glad to have you and will be glad to see you again at 
any time. 

Mr. Woops. Thank you, Mr. Chairman. 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
NATIONAL PRODUCTION AUTHORITY 


The CHarrmMan. We will now call Mr. Fleischmann. 

Mr. Fleischmann, you have completed your statement? 

Mr. FieiscHMann. Yes, Mr. Chairman. 

The Cuarrman. And you have returned for questioning by members 
of the committee? 

Mr. FLreiscHMann. That is correct. 

Mr. Coxe. Mr. Chairman, I have some questions. 

The Cuarrman. We will recognize Mr. Cole. 

Mr. Coie. I wish you would describe for me the contrelled- 
materials plan. 

Mr. FLetscuMAnn. The controlled-materials plan is a method for 
distributing the three most important and basic metals—steel, copper, 
and aluminum. 

It proceeds upon the general assumption that any system of dis- 
tribution must bring demand into equality with supply. 

To give that more meaning, let me say that during the World War, 
we first proceeded on quite a different concept of rating everything 
according to a supposed importance to the war effort, in relative 
priority bands. 

For example, tanks were considered more important than plumbing 
supplies, so that all tanks received, let us say, an A~1—A priority and 
plumbing supplies got a B priority. 

There was no quantitive analysis used at all, and as a result more 
priorities were issued than there was material available and than 
there were facilities available to make up the various items. You will 
recall that what happened was an inflation of the priorities system, so 
that these priorities became meaningless. 
le There developed, late in 1942, therefore, an urgent necessity for a 
better plan, and the controlled-materials plan was the result. 

p ‘That proceeded on the basic assumption that what you need in 
distributing materials is a quantitative and not a qualitative analysis. 

Now let me give an example of what I mean. 

If you say to me, ‘Which are more important, tanks or plumbing 
supplies?” I can easily answer, ‘Tanks, at this very time.” 

‘But, if you change the question and say, ‘We are making 50,000 
tanks. Which is more important, the last of those 50,000 tanks or the 
piece of plumbing supply that keeps the New York City sewer system 
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going?,’”’ of course my answer is quite different. Then, it is the piece of 
plumbing supply that is more important. 

And the controlled-materials plan attempts, in a time of very great 
scarcity, when there is not enough to go around, to say that we will 
have basically so many tanks, so much plumbing supply, and so many 
automobiles. In other words, it is an attempt to procure a rounded 
program. 

Now the mechanics of it are these. There are, within the Govern- 
ment set-up, certain claimant agencies, as they are called. For 
example, the Munitions Board represents, as you know, the military. 
The Interior Department represents the public utilities, petroleum, 
and so forth, and Agriculture represents its interests. 

They prepare statements of requirements, in terms of these three 
basic metals. Only three are used because they are believed to be 
about the common denominator of the industrial effort. 

Now those bills of materials are prepared in terms of shapes and 
sizes of steel going into their basic products, and also are scheduled on a 
time basis, a most important factor, because we believe we can get a 
lot of water, so to speak, out of the military requirements by compelling 
them to schedule materials instead of buying everything today that 
they may need 2 years from now. 

The bills of materials are then presented to the Requirements 
Committee of the Defense Production Administration. That is not 
my agency; it is Mr. GiBson’s agency. A reconciliation is attempted 


. 
« 


of this requirement demand and the known supply, which is of course 
known with considerable accuracy. 

On the first initialing around, to give you an example of what hap- 
pens, the stated requirements are something like 135 to 140 percent 
of the available supply. So, obviously, unless you are just going to 


let this operate hit or miss in this difficult time, someone has to be 
cut back by regulation. Otherwise, you have a situation where, un- 
fortunately, the larger concern gets more material, comparatively, 
than the small concern, because of customer relationships and for 
other reasons with which we are all acquainted. 

That is done. The Requirements Committee makes an allotment 
of steel, copper, and aluminum among these basic programs. 

We are right in the middle of that process today. 

The allotments are then transmitted to the National Production 
Authority, which has the job of seeing to it that that program is 
carried out. 

Now, there are two ways of carrying out such a program. One 
would be that by general regulation, you simply said, ‘“industry’’— 
which might be farm machinery or something else—may operate at 
a hundred percent of what it operated last year, or 90, or 150, whatever 
the determination was. 

If you did the work carefully enough, you would expect that the 
distribution system would see to it that everybody got approximately 
their fair share. 

Unfortunately, the distribution system, in a time of stress such as 
we have now, does not work quite that well, and there are great 
inequities which result if you just leave it to chance. 

That would not be so bad except for the fact that some of these 
programs are so terribly urgent that you cannot risk a day’s delay— 
for example our rearmament program. So we carry it one step further. 
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In our most urgent program we allot that bank which has been given 
to us to specific concerns, based on historical program of use and on 
the program that they are engaged in producing. Each one gets an 
allotment of steel, copper, or aluminum, which he may then cash at 
the bank, so to speak, which is the mill in this case. 

Now you could obviously do this across the board, as was done in 
World War II, when everything was allocated and allotted. 

Mr. Wilson feels, and I have agreed with him, that for the third 
quarter we want to see if we cannot work it with less than the maxi- 
mum controls. We feel we do not want any more controls than are 
absolutely required. So we intend to limit the allotment procedure, 
at the outset, to the most important programs, leaving the remaining 
area in so-called free supply. 

Now it will be free only to the extent that you do not need an allot- 
ment to buy it, but the level of production of particular industries, 
like the automobile industry, will still be fixed by the Government. 
That is essential to make the plan work at all, because otherwise one 
industry, with greater economic power, would tend to preempt the 
supply. 

Now let me say this, Mr. Cole. We had no open end during the 
war. We have adopted it after very serious consideration and we are 
going to try it for the third quarter. 

No one can say with assurance that it will work and I told the 
automobile people today, and the refrigeratér manufacturers, and so 
forth, that if it does not work, and if the industry feels that they would 
rather operate under the stricter regulation of CMP, and get allot- 
ments, we would go that far if we have to. We do not want to go that 
far and I am hoping we do not have to. 

The CHAIRMAN. Is all the power for allocation and priorities vested 
in your Agency? 

Mr. FLerscHMANn. Yes. 

The CuarrMan. There is no divided authority? 

Mr. FLetscHMANN. With minor exceptions. Let me just explain 
how that works. 

We have in our department, basically, all of the allocation and 
priority power, except with respect to food, petroleum, and electric 
power. Those are the principal areas that are in other places, as you 
know. 

Now I have vested in me, as head of this agency, the legal power 
to take all of these very, very drastic and important steps. I am 
subject to policy and program control by the Defense Production 
Administration, headed originally by General Harrison and now by 
Mr. Gibson. Their area is that of policy or program determination. 

Then, of course, we are all subject to Mr. Wilson’s general policy 
guidance. 

Does that answer your question sufficiently? 

Mr. Cour. Yes, I think that clears it up very well and I think it 
has been exceptionally well done. 

I understood you to state the other day that this controlled- 
materials plan is not vet in effect. It is partially in effect and you will 
go ahead with it as the situation demands or as conditions require? 

Mr. FLterscHMANN. That is exactly it. We have got the paper 
coming in right now, the applications, and they will be processed. 
The first batch of them will be processed in June. 
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Now due to the lead time factors on the mills, which is from 45 to 
60 days, it will not be effective until, at the earliest, August, and really 
September. 

So that this in a sense is a dry run. The first quarter has to be. 
And it will be fully effective for the fourth quarter. 

Now we will either take on this additional segment of industry if 
they feel they cannot operate without this kind of assistance and 
control, or we hope, if we can, to continue with a substantial area left 
to free supply. If we can do it, that is the way we would prefer to 
do it. 

Mr. Coxe. Of course it is extremely difficult to regulate a part of it 
and leave the rest of it open. 

Mr. FLEIscHMANN. Yes, sir, very difficult, and I do not say we can 
do it. 

Mr. Cote. You feel, though, that it is absolutely essential that this 
controlled materials plan be continued, without any question? 

Mr. FieiscuMann. Mr. Cole, we gave it the most prayerful con- 
sideration that we are capable of, and we took counsel with the leading 
business people, labor people and everyone else who went through 
this during World War IT. 

I might give you an interesting sidelight. I was very much opposed 
to the controlled-materials plan in World War II when it was proposed, 
and I fought against it. I was overruled by Mr. Eberstadt and the 
plan was put into operation. I suppose I have the enthusiasm of a 
late convert, there, because it did work out, I think, the best of any- 
thing that was done during World War II. 

It certainly is needed today, without any doubt, if we want to 
‘ guarantee the military program, which I assume we all do. 

Mr. Cour. Yes; we must do that. 

Mr. FLeiscHMAnn. That is that I thought. 

Mr. Coxe. It does, however, vest in the administrators a tremen- 
dous responsibility and duty. 

Mr. FLeIscHMANN. Tremendous. That is correct. 

Mr. Corr. And I stress both of them, and particularly do I stress 
the responsibility. 

Mr. FLerscHMaANN. Yes, sir. I think I am well aware of that. 
It is tremendous. 

Mr. Coir. From the point of view of channeling the needed ma- 
terials into the military, I think it can be done, without question. 

In a quasi-mobilization period, however—and we must admit this 
is a quasi-mobilization period——— 

Mr. FLEISCHMANN. Yes. 

Mr. Cour. The possibility of the most intelligent people in the 
world, the best informed and the best intentioned in the world, doing 
a job which is, let us say, a hundred percent perfect, is rather remote, 
is it not? 

Mr. FietscuMann. It will be far less than perfect, Mr. Cole. I 
know that from my past experience. The best we can do is a reason- 
ably good job. 

Mr. Cos. I am deeply concerned about how far we need to go to 
strait-jacket our economy, and from my point of view, I am anxious, 
when we can, that we return as quickly as possible to a normal 
activity in our economy. 
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Mr. Fierscumann. Mr. Cole, I do not think there is amybody in 
the United States more convinced of that than Mr. Wilson, whom I 
see almost every day. I think I am as convinced of it, too, but he, 
by his training and long experience, is certainly a devotee of that 
principle, and if we can get rid of controls, we are going to do it. 

I might add, just as an example, that we started out with a tight 
control on cadmium which got into a kind of artificial condition of 
scarcity. Just yesterday I was happy to be able to call in the cad- 
mium committee and we told them that cadmium was going to be 
one of the first we could lessen controls on. We are not going to 
wait a minute to do it. We all want to go home and look after our 
normal affairs, anvhow. There is no intention of keeping these con- 
trols any longer than necessary. 

They will be necessary, in my judgment, for a year and a half to 
two years. Then the military program will start to taper off and 
the production curve will go up. 

Mr. Coir. How are the industry advisory committees appointed? 

Mr..FLetscuMANN. They are appointed in this manner: The divi- 
sion director submits a list of recommendations. We have very strict 
standards which they are required to follow. All geographical seg- 
ments have to be represented, also, small and large association mem- 
bers, nonassociation members, and so en. There is quite a list of 
rules that you might like to look at, that we have. 

Then, in order to insure that that policy is followed, I have set up, 
directly under my office, the sole job of policing that area under Mr. 
Lyle Belsley, who was executive secretary of the war production job. 
He maintains a small staff which does nothing else but see that those 
are representative, that they are conducted openly, in the interest of 
the public and of industry generally. 

Mr. Cots. Is it quite possible that your agency’s appointment of 
them would tend to secure the appointment of people who would 
agree with you? 

Mr. FietscHMaNn. I have never yet found any industry committee 
that agreed with me on anything, Mr. Cole. If I knew a way to do 
that, it would be very tempting. But you never can tell. 

Really, it is the other way around. They do not agree with you— 
ever. 

Mr. Corr. I am inclined to think that is true. 

However, I do think there is a basis for the complaint which was 
made during World War II, that industry committees were appointed 
and were set up on the basis of fine ideals, and then called to Wash- 
ington and presented a plan which the agency had already determined 
and said, ‘‘Now gentlemen, this is it.”’ 

I do not know whether that was 90 percent of the time or just 
part of the time, but that was the thing that we heard, of course, 
and I wanted to convey that idea to you. I know you have it. 
Still I felt that for the record I should say that, as I view it, knowing 
the personal, shall I say, and selfish interests of the men who are 
here, and knowing that you cannot comply with all of the things 
they want, yet, after all, these are the people with the know-how. 

Mr. FLterscHMANN. They have to pay the taxes, too, in support 
of the program. 

Mr. Cote. You cannot possibly employ or secure enough people in 
your agencies with the know-how—they can have theoretical knowl- 
edge, but you can’t possibly secure enough people in your agency 
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with sufficient know-how to tell a manufacturer or a group of manu- 
facturers all of the answers to all of their problems. 

So I am extremely interested, Mr. Fleischmann, in having these 
committees be representative, that they be heard, and that their 
ideas be considered, and that they go away feeling they have had a 
fair hearing. 

As I said to the Secretary the other day, the only one that I heard 
about from my personal point of view was good. They had a good 
reaction. Although by hearsay I have heard of some others to the 
contrary. 

Mr. FieiscHMann. Well, I couldn’t agree with you further. 
Obviously there isn’t any monopoly on wisdom in Washington, and 
we have to get this information and advice from industry. Now 
what the general practice is is this: The industry is called in at the 
outset of a problem, and the general problem is laid before them for 
such advice or comment as they can then give. 

Usually, the Government then necessarily takes on the develop- 
ment of something more specific, and a second meeting is called. 

Now it is true at that meeting we have to have, and do have, an 
order prepared, but that has generally, I think you would find, been 
preceded by an earlier discussion at which the whole problem was 
examined. 

Mr. Coie. Now you have supervisory capacity in connection with 
the critical areas committee, don’t you—or defense? 

Mr. FieiscuMann. The critical areas committee is operating under 
Defense Production Administration at the time. 

Mr. Coxe. Not under you? 

Mr. FLetscHMann. No; it is under Mr. Gibson, I understand. I 
have not had anything to do with that. 

Mr. Cousz. I had a number of questions on that but, since it is not 
your province, I will not press you with them. 

Mr. FietscuMann. I would gladly have someone come up and 
discuss it if you like, but I don’t know anything about it. 

Mr. Coxe. I will just throw out my problem. For instance, an 
apartment development has filed an application for an approval of 
the construction of an apartment building. Apparently some steel 
is involved. That comes to your committee? 

Mr. FietscHMann. Let me tell you what we are setting up to 
handle that situation. 

Mr. Coxe. Yes; not only on this one case, but generally so I will 
understand it. 

Mr. FiLetiscHMANNn. We are proceeding at this time—because it is 
not an all-out mobilization—on the theory that as much as possible 
of this work should be done by the presently existing agencies and as 
little as possible done by newly created agencies. 

Now, to take this specific area, we are delegating to the Federal 
Housing Authority that part of the administration of this order on 
construction which deals with housing and apartments and things of 
that kind, because they have a staff that is expert in that field, and it 
would be ridiculous for us to try to duplicate such a staff. 

There will be a limited amount of steel available for such purposes, 
obviously, and we want to be sure, in this very critical, though I 
believe brief, period, that the best use is made of it. 

Therefore, the apartment house is erected in the most critical area 
and not the least critical area and they have that responsibility. 
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Mr. Coxe. Well, it presents quite a big problem because we have 
areas which are deemed to be critical from the point of view of the 
impact of personnel in the mobilization effort. 

Mr. FLerscHMann. That is correct. 

Mr. Coxe. Now it has been my understanding that this critical 
area committee has the authority to declare a certain area as a de- 
fense area. What I am wondering is whether or not, along with that, 
has been considered the need to channel steel into those defense areas 
for housing? 

Mr. FLEeIscHMANN. Yes, sir. In fact, that is one of the main reasons 
for all this type of control operation. 

It isn’t only apartment housing, but those new communities—and 
some of them really are new communities—require community facili- 
ties, such as schools, hospitals, and so forth. I think the scarcity will 
not be such but what we should make available that kind of com- 
munity facility, and we intend to do it. 

Mr. Cots. I am not satisfied with the progress that the critical 
areas committee is making in deciding or determining critical defense 
areas. I think they are too slow, and I think they can do it with a 
great deal less red tape than they are now using. I don’t understand 
all the problems, but just as I see it there are certain critical areas 
which everybody knows have developed, but for some reason it has 
been quite slow on their part. 

Now I think we should do everything that we can to see to it that 
housing is allotted, and started, in these defense areas. So if you can 
—not having Mr. Gibson here, and not realizing that it came under 
him—if I can secure a statement for the record, concerning the number 
of applications that the committee has had, and the number they have 
passed upon, a sort of a progress report, I would like to have it. 

Mr. Fietscumann. Mr. Cole, let me say frankly I think that is 
operated under DPA. I will be glad to obtain a statement of that 
kind as to what they have been doing, or I will ask Mr. Gibson to 
prepare it for you. 

Mr. Cour. Thank you very much. That is all, Mr. Chairman. 

(The information requested is as follows:) 

DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., June 6, 1951. 
Mr. MANty FLEISCHMANN, 
Administrator, National Production Authority, 
Washington 25, D. C. 

Dear Mr. FLEISCHMANN: This is in reply to your letter of May 25 to the Acting 
Administrator, relative to questions raised on the Critical Areas Committee at 
the hearing held by the House Banking and Currency Committee on H. R. 3871 
on May 18. 

As of this writing the Critical Areas Committee has received in excess of 200 
inquiries, of which 138 have been processed as applications for the designation of 
the communities involved as critical areas. Of the applications, 14 have been 
approved, 18 have been denied, 21 have been withdrawn after preliminary review, 
and the remainder are under consideration. 

The Critical Areas Committee has authority to designate an area as critical for 
housing purposes. Such designation serves as a guide to the Federal agencies 
having responsibility for housing and other community facilities. Sponsorship 
of an application by the local chamber of commerce has not been considered essen- 
tial. 

Sincerely, 
W. W. Warts, 
Deputy Administrator. 
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The Cuarrman. Mr. Fleischmann, what is your background? 
This is just for purposes of information. 

Mr. FLEISCHMANN. I used to be a lawyer, Mr. Spence. I practiced 
law in Buffalo up until 1941, and I then came to Washington with 
Mr. John Lord O’Brien as assistant general counsel of the War Pro- 
duction Board. 

I stayed there until 1943, and I then went in the Navy, served over- 
seas, and came back here. For about 3 months I handled the legal 
work in winding up the lend-lease accounts, and then I resigned to 
return to private life. 

I went back to Buffalo, practiced law from 1946 to July 1950. 
During that interim period, I operated and reorganized the Sterling 
Engine Co. of Buffalo, N. Y., and in July 1950 I agreed to go to 
Indonesia as head of the ECA mission, and I was just about to get on 
the ship when I was drafted for the work of general counsel of NPA 
and I stayed in that position until the end of January, and then I was 
appointed as Administrator when Mr. Harrison left. 

Mr. GamsBir. What firm were you with in Buffalo? 

Mr. FierscHmMann. I have my own firm. 

Mr. Gamstue. I was wondering, if you were associated with Mr. 
O’Brien. 

Mr. FieiscHMann. No. I have been associated with him all my 
life in a personal way, but I have never been in his firm. 

Mr. GAMBLE. That is a good association. 

Mr. FieiscHMann. Thank you, sir. 

The CuarrMANn. What is the situation with reference to the alloca- 
tion of steel? 

Mr. FierscHMann. Well, it has proceeded in this way up to the 
present time, Mr. Spence. The only allocation up to date has been 
through the operation of the priorities system, which has been pri- 
marily for the military, but with some supporting programs taken 
care of under the priority system. 

Now beginning with July 1, but not fully effective for about 2 
months thereafter, we are turning to allocation of the steel supply 
under the controlled-materials plan. 

It is in critically short supply, except that it varies greatly. Some 
types and shapes of steel are much scarcer than others. For example, 
sheet steel is not so tight, but structural steel is very tight, and all 
alloy steels are exiremely tight as cempared to carbon steel. 

The CHatrMAN. Well, you have allocated steel to business con- 
cerns for increase in capacity? 

Mr. FLetscHMANN. Through the use of the priorities system. 

The CuarrMan. Only to firms directly connected with the defense 
effort? 

Mr. FietscHMann. To firms that we think are directly connected 
with the defense effort. We have allocated steel to the building of 
new aluminum plants, because we feel that is essential for any rounded 
program, and for the expansion of stee] facilities. But we have never 
allocated steel for the building of a new automobile plant or anything 
of that sort. 

The CHarrMAN. What has become of the contracts that were made 
prior to your authority? What effect did that have? 

Mr. FLerscHMANN. Well we have not allocated the whole supply 
of steel. The vast majority of steel, up until very recently, has 
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passed freely in the open market, and contracts were sometimes 
deferred, but they have generally been followed. 

The CuarrmMan. Those that had contracts prior to your authority 
have been able to get the steel? 

Mr. FLerscHMANN. We can affect them, sir. We have the legal 
authority, if necessary, to preempt the steel they would get under 
those contracts, but generally speaking deliveries have been made 
under those contracts. Now under the controlled-materials plan, 
when there is a more drastic allocation, more of the steel supply 
would be preempted. But up to the present time a large part of 
it has passed on the open market. 

The CHatrmMan. What other products in short supply have you 
exercised your authority over? 

Mr. FLEIscHMANN. Quite a large number of them—50 or 60. I 
would be glad to put into the record a list of them. Basically they 
are the metals—the metals have been the tightest—and certain 
chemicals. Those are the two large items. 

It might interest you to know that in the War Production Board as 
many as 700 separate articles had to be allocated, but, of course, that 
was a much bigger military program. 

The CHartrMAN. What percentage of steel is the defense effort 
taking directly? 

Mr. FLetscHMANN. The best over-all estimate for the direct military 
effort currently, I think, would be in the neighborhood of 10 percent, 
and it will go up as high, toward the end of this year, as probably 18 to 
20 percent. But that varies greatly. For example, it has taken just 
about all there is of some items, like nickel steel, or columbium steel, 
but it is taking a comparatively small percentage of sheet steel. 

The CHarrMAN. What effect will that have on the ordinary struc- 
tural steel? 

Mr. FLEetscHMANN. Structural steel will be, in my opinion, Mr. 
Spence, the single tightest item at the end of this year. The reason is 
that all industry has rushed in to expand its facilities. In addition to 
that, the demand for public works, hospitals, and all the rest, goes on 
unabated. 

Now it all simply cannot be taken care of, and we will have to allot 
this according to the best judgment that can be summoned as to what 
ought to get done first. 

I think we would all agree the military has to get done first, and 
secondly, I think we would all agree that we want to expand steel and 
aluminum plants as rapidly as we can to make the shortage very brief. 

The CuHatrMANn. Do you allocate the entire supply? 

Mr. FietscHmMann. Only of structural steel. I believe we will for 
the fourth quarter. Not of other steel, unless it is found impractical 
to do it the way we are doing it now. 

The CHAIRMAN. So that in many instances, the product can’t be 
obtained at all until you exercise your authority? 

Mr. FLEISCHMANN. There are only a few of those cases, Mr. Spence, 
for example, columbium, which is an alloying element in very short 
supply. No one is permitted to traffic in columbium at all, except on 
Government provisions. That has to be because it is essential to a 
few of our most vital programs, and it is restricted to that use. 

The CuarrmMan. Are there black markets in metal? 
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Mr. FLEIscHMANN. Yes, sir, there are. Of course we don’t have the 
pricing authority. We have found no excess inventories in these black- 
market channels, although we have investigated many, many cases of 
them. We find, usually, that it- passes in comparatively small lots, 
and that very frequently it is steel that has been lying around in 
somebody’s bin for years because it was thought unusable for one 
reason or another, but in the present tight situation, people dig it out 
and sellit. Now, we are trying to set up, jointly with the price people, 
a kind of a flying squadron, with a price man and a materials man on 
it, to investigate some of these cases, because very frequently we find, 
where there is a charge of inventory accumulation, it is really a black- 
market case, and sometimes we might find the reverse, and we think 
we might effectively enforce our joint regulations with a little mutual 
effort here. 

The Cuatrman. I think it would be rather difficult to bootleg steel, 
like a bottle of whisky might be. 

Mr. FLeiscHMANN. Weill, there was quite a bit of that going on 
during the war and there is some going on now. 

Mr. Gamsuie. How do you get wind of that? 

Mr. FLEeIscHMANN. Well, in the first place, we get a great many 
complaints, and Members of Congress have sent us cases that we have 
investigated. Another way is to follow ads that you see, for instance, 
in the Journal of Commerce, “I can sell you steel. Meet me in an 
automobile outside the Hotel Astor.’”’ We follow those up because we 
are trying to get steel back into the channels in which it belongs. 

Mr. Cots. I had something that looked quite black to me and we 
finally determined after investigation that it wasn’t. 

Mr. FierscHMANN. Well, most of the cases are the cases that I 


speak of, where a man has had an accumulation of steel for a good 
many years and hasn’t been able to get rid of it, and thinks he is going 
to make a fortune now. 

The Chairman. This black market in steel is not recently manu- 
factured steel, but usually inventory steel? 

Mr. FLetscHMANN. Usually it is inventory steel. There is appar- 
ently some page in from foreign countries, too. We are trying to 


run down some of that now. But we have found virtually no steel 
of recent domestic production diverted to black-market channels. 

The CuatrMan. Is there any penalty in the law for black market 
operators in steel? 

Mr. FLerscHMANN. Well, there is for selling at over ceiling prices. 
Then we have inventory restrictions and regulations and antihoarding 
regulations, so the answer is “Yes.’’ If we found them doing that, 
there are criminal penalties provided. 

Mr. McKinnon. What kind of priorities are you going to give 
hospitals, schools, and so forth, on scarce materials? 

Mr. FLerscoMann. We are not going to run it on a priority basis, 
we are going to insure the delivery of what is needed in steel, copper, 
and aluminum, to those facilities where needed, on an equality basis 
with the expansion program. 

In other words, it will be done like this: The Requirements Com- 
mittee, which I described, I think, before vou got here, will determine 
how much of the available supply of steel can be made available, say, 
for the hospital program, or the road-building program. Then the 
Federal Health Office—I don’t know the exact name of it—will advise 
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us, out of that available supply of steel, where the most critical areas 
are, where hospitals ought to be allowed, and we will give them a 
ticket, which they can cash for the structural steel required. 

In addition, we will give them whatever priority assistance is needed 
to get the equipment, and what else. 

Mr. McKinnon. The available amount will be determined arbi- 
trarily by the Federal Security Agency? 

Mr. FLeiscuMann. In the hospital field. Now, the responsibility 
of who gets what in the various programs is the responsibility of the 
DPA. 

Mr. McKinnon. But you allocate so much for each program? 

Mr. FLEISCHMANN. Yes, sir. 

Mr. McKinnon. And those offices will make the decision as to 
whether it goes to one community or another? 

Mr. FieiscHMann. That is right. The Requirements Committee 
could, if it wanted to, ticket certain of the steel more definitely, but 
gener ally speaking it will be done just the way you say. 

Mr. McKinnon. In hearings we have had around the country on 
the Small Business Committee, we have run across the case where 
a number of small concerns say they are unable to get steel today 
because their historical supplier i is drawing in his area of distribution 
on account of the basing point bill. 

In the future, he is going to be in a better position to sell customers 
closer to his mill. Therefore, he is leaving the historical customers 
stranded. 

Is your agency going to do anything about that? 

Mr. FLetscHMAnn. Yes, sir. The whole theory of the controlled 
materials plan is that you attempt to see to it that—if I can use the 
term—the authorized demand for steel is brought into approximate 
equality to the supply. 

At the present time, virtually everybody is free to bid up for steel, 
and use it if they can get it. Now, the theory of the controlled mate- 
rials plan is that you should limit those areas that get more of the 
steel, like automobiles, at the present time, so that small concerns, 
who are having difficulty, can get their fair share. 

To the extent that a small producer is in the area that is going to 
get allotments under the controlled materials plan, at the outset, the 
more essential producers, the small concern, like the large concern, 
will get an allotment that is as near as we can come in this world to 
a guaranty that he will get his steel. 

In the free and open area, both large and small will be placed under 
a ceiling for the period of this emergency, so they could only use a 
percentage of their historical consumption of steel. Now, of course, 
it is based on estimates and statistics, and we all know they can lie. 
But generally speaking, we think we have pretty accurate information, 
and my belief, based on experience, is that it is going to improve the 
situation markedly very soon. 

Mr. McKinnon. As you channel these supplies, I am still inter- 
ested in what is going to happen in the reduction. Are you going to 
have it proportionately down the scale, or are you going to reach an 
irreducible minimum for a small producer so that you don’t put him 
out of business? 

Mr. FierscHMANN. We have in all of our orders, up to today, and 
it will be in the plan, small business and small orders, where the small 
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business is comparatively free from regulation. Now, obviously you 
can’t go all the way on that and allow even small users to use un- 
limited supplies. 

But we do have small-order exemptions. I don’t know whether 
they are big enough. It is a subject that I am very much interested 
in and am working on right now, to see how the smaller concern 
could survive this period. I believe that the small concern can and 
will, and I am going to do what I can to see to it. 

Mr. McKinnon. You understand my point. If a man has been 
getting a hundred tons of steel historically a year, if you reduce him 
below that—— 

Mr. FLErsHMann. I know he gets down below his break-even point. 

Mr. McKinnon. That is right. 

Mr. FietsHmMann. We have such exemptions already in most of the 
orders and I intend to make that a firm policy and principle. 

Mr. Parman. Mr. Chairman, I would like to ask two or three 
questions. 

One, on critical areas. Now, you are the general counsel for 
NPA, I believe. 

Mr. FieisHMann. I was. I am the Administrator now. 

Mr. Patrmann. That is right. You took Mr. Harrison’s place? 

Mr. FietsHmMann. That is right. 

Mr. Parman. Well, you took the place of a good man, and I am 
certain you will do a good job. 

Mr. FietscHMann. Thank you. I certainly agree with the first 
part of that statement. 

Mr. Parman. Now about critical areas: What are the advantages 
for the people in a community declared to be a critical area? 

Mr. FieiscuMann. As I said, that operation is not under my 
jurisdiction. It is in General Harrison’s shop, that he recently left, 
the Defense Production Administration. 

Mr. Parman. Isn’t that in your department? 

Mr. FLetscHMaANnn. No, sir, it is not. I might say this, though, in 
answer to your question, as I understand that nature of the work, 
when an area is declared to be a critical area, among other things it 
is a signal to me that we should give special attention in providing 
the needed community facilities, and whatever else is necessary. 

For example, we learned about the new AEC project down in 
South Carolina and Georgia, and we immediately went to work 
setting up procedures and taking other steps to insure that the neces- 
sary community facilities were available there. That is certainly one 
part of the operation that interests me greatly. 

Mr. Patan. It helps on the housing, by relaxing regulation X, 
I believe. 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Parman. And then it helps on the community facilities, such 
as water, sewers, and lights? 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Parman. And the necessary materials to construct these 
facilities? 

Mr. FLEISCHMANN. Yes, sir, and they also advise us, as I under- 
stand it, that we should not encourage any industry. 

Mr. Parman. I am getting to that. Those are the advantages. 
Mr. FiriscHMAnn. Yes, sir. 
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fF Mr. Parman. Now, the disadvantages, I find out communities 
are quite upset when they find out. 

Mr. FLerscHMANN. I imagine so. 

Mr. Parman. That is they don’t look with favor, in that com- 
munity, on being passed up on new facilities, especially Government 
facilities, 

Mr. FLErIscHMANN. I imagine so. 

Mr. Parman. And I find that people who are so anxious to get 
their area declared a critical area, when they discover they don’t 
have any chance of getting any additional plants there, that it throws 
quite a wet blanket on the matter. 

Mr. FierscuMann. That is right. 

Mr. Parman. And they are not so eager to get it done, 

Mr. FLe1rscHMann. That is right. 

Mr. Parman. Is that your understanding? 

Mr. FierscHMaAnn. Yes, sir, that is my exact understanding of the 
results. 

Mr. Parman. Now, as to the black market: Don’t you think if 
the Ways and Means Committee recommended that the Congress 
should pass an amendment to the tax laws providing for about a 
90 or 95 percent tax on black-market profits, that that would be a 
deterrent to those who would like to violate the law, because the 
amount of profit is small? 

Then if you had the internal revenue agency enforce the law, I 
think it would be very effective. 

Mr. FurrscumMann. Mr. Patman, naturally, in my position, I 
abhor black-market operations. I don’t know anything about the 
technical job of the taxing authorities, or as to how practical that 
would be, but I certainly would like to see anything like that. It 
would certainly act as a deterrent. I am for it. 

Mr. Parman. I think these people who would violate the law would 
also be fearful of the Internal Revenue Bureau coming after them, 
because they wouldn’t have the advantage of the statute of limitations. 

Mr. FLeIscHMANN. Yes sir. 

Mr. McDonovuen. Mr. Chairman. 

The CuarrmMan. Mr. McDonough. 

Mr. McDonovau. I understand from what you say that any new 
business starting up, using any materials that are in critical supply, 
you discourage them from starting up? 

Mr. Fie1scHMann. Let me put it this way: Congress, in the act, 
has provided that we must give due consideration to new businesses. 
We have taken Congress intent to be, in that connection, toward 
business principally that was started in good faith before the Defense 
Production Act was passed but since they had been only running 
2 or 3 months, or something like that, and had developed no pattern 
of use, and so would be helpless in this situation, they would be entitled 
to some allocation. 

We do discourage anybody now, for example, starting out to make 
aluminum window shades. It just doesn’t make any sense. Therefore, 
we would certainly not feel obligated to provide aluminum for anybody 
who knows what the public knows on the subject, now going into such 
a business. 

Mr. McDonoveu. In other words, you mean there are enough 
people in that business now? 
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Mr. FietscHMann. Well, they can only get, sir, 40 or 50 percent of 
what they got last year, and many of them are having a very difficult 
time, and it would just make no sense for anybody to go into such 
a field. 

I am using an extreme example, of course. 

Mr. McDonovueu. Do you think we should proceed with public 
housing during this emergency, and would you pass on the materials 
necessary for that purpose? 

Mr. FuetscumMann. My feeling is only this, on that subject. I be- 
lieve, just due to the sheer urgency of this situation, that all activity, 
outside of the military and the urgently needed expansion in basic 
industry, must be curtailed, because two and two make four—and that 
applies to housing, public works, roads, and a variety of other things. 

And I think that the urgency of the matter is such that we have to 
channel what little steel there is available for those purposes ex- 
clusively into the so-called critical area where they are most badly 
needed. 

I don’t know whether that is a specific enough answer, but that is 
the way I feel about it. 

Mr. McDonovau. In your experience up to now, do you think 
that the timetable for building up inventory on defense materials 
as outlined by Mr. Wilson will be the situation? Or do you think 
it will take longer than that? He estimated that by 1953 we will 
have everything we will need to meet any contingencies that may occur 
anywhere in the world. 

Mr. FieiscuMann. I believe that we will hit that on schedule, just 
as Mr. Wilson does. I will say based on past experience that J am 
sure by that time the military will have a somewhat different program, 
that it will be adjusted from time to time, but on the program as we 
know it now, my answer is “‘ Yes.” 

Mr. McDonoucu. Do you think that at the peak of building 
up that inventory, we will exceed more than 20 percent of the national 
production? 

Mr. FLerscHMANN. Over-all, I would doubt it, sir, but that figure 
is not very helpful, particularly to me, because we are generally speak- 
ing there in dollar volume. Now, the fact of the matter is, as you 
know, that the shortages are in specific materials. In nickel, for 
example, it takes a hundred percent, virtually for highly essential 
needs, and isn’t much comfort to the poor fellow whose little nickel- 
plating plant is being forced out of business, ‘‘Cheer up, we are only 
taking 20 percent of the national product.”’ We are taking a hundred 
percent of his. 

While over-all I guess that would be about right for the military, 
in many lines the demands for war preparation will take far higher 
than that, while in some, less. 

Mr. McDonoveu. What do you think about our synthetic rubber 
production in this country to replace the live rubber that we have had 
to buy or bring in from abroad? 

Mr. FieiscHMANN. Well, it has run into some delays. I am not 
an expert in that field and it isn’t under my responsibility so I don’t 
know the thing exactly, but the latest figures I saw are very encour- 
aging and I think the rubber situation is one of those where we can 
ease controls, I hope, by the end of this year. 

Mr. McDonoveu. That is all. 
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The CuHarrman. Are there any further questions? 

Mr. Core. Mr. Chairman, I have a question to add to my request 
in connection with the critical areas committee, because I assume we 
will not have Mr. Gibson before us. 

In connection with Mr. Patman’s suggestion, I think perhaps the 
critical areas committee should have the authority to designate an 
area a critical area for housing purposes, whether or not the chamber 
of commerce comes in and makes application. I would like to have 
two things, then: Do they have that authority, and secondly, have 
they acted under that authority, if they do have it? 

Mr. FietscumMann. I will try to find out for you. 

Mr. Core. Thank you. 

(The information requested appears at p. 624.) 

The CHarmman. If there are no further questions, thank you very 
much, Mr. Fleischmann. 

The committee will adjourn until Monday at 10 o’clock. 

(The following information was submitted for inclusion in the 
record:) 

EXeEecurivE OFFICE OF THE PRESIDENT, 
OrricE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., June 1, 1951. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHartrman: Enclosed herewith is a calendar of formal actions 
taken by Federal departments to implement the Defense Production Act of 1950. 

I would appreciate your considering this as a supplement to my statement of 
May 8, 1951, concerning extension and amendment of the Defense Production 
Act. 

Sincerely, 
(Typed) CuHarves E. WItson. 


Jalendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950 





Department or agency Action 





Sept. 8,1950 | Congress, President _- _| President approved Defense Production Act of 1950. 

Sept. 9,1950 | President_-- ___.._._._.__| President signed Executive Order 10161 delegating functions 
| under DPA to existing Departments, and establishing an 
| Economic Stabilization Agency. 

Do Peeee arin President signed Executive Order 10160 requiring businesses 
to preserve records of prices, labor, material, acquisition, 
and other costs for period May 24, 1950, to June 24, 1950, 
inclusive. 

Sept. 11,1950 | Commerce _.| Secretary of Commerce announced establishment of National 

Production Authority. 

Sept. 15,1950 | Agriculture___- _| Secretary of Agriculture delegated to Production and Market- 
ing Administration responsibilities assigned to Agriculture 
| under DPA. 

Sept. 18,1950 | Commerce, NPA__.___._._.| NPA issued NPA Regulation 1—inventory control. 

Do_____..| Federal Reserve_...........| Federal Reserve issued Regulation W imposing restrictions 
on consumer credit. 

Sept. 27,1950 |____ | Federal Reserve revised Regulation V, inaugurating program 

of guaranteed loans. 
SEN cates Bn ness Gwcsnitae Secretary of Interior announced establishment of Minerals 
and Energy Administration. 

Sept. 29,1950 | President_..................| President sent memorandum to Federal Departments 

affected by the DPA, requesting that they consult the 
Attorney General and the Chairman of the Federal Trade 
Commission to determine and to eliminate any factors 
tending to injure small business, in performing their func- 
tions under the DPA. 

Labor Secretary of Labor announced formation of Office of Defense 
Manpower, and three Committees; Interdepartmental 
Committee on Defense Manpower, Management-Labor 
Advisory Committee on Defense Manpower, and Women’s 
Advisory Committee on Defense Manpower. 
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Calendar of formal actions taken by Federal departments to implement Defense 


Production 





Date 


Department or agency 


Act of 1950—Continued 





Action 





Oct. 3, 1950 


Oct. 4,1950 


TOs sscnsu 
Oct. 12,1950 


Oct. 13,1950 


DOR enae 


Oct. 14, 1950! 


Oct. 17, 1950 


Oct. 


Oct. 
Oct. 


25, 1950 
26, 1950 


Oct. 27,1950 


Nov. 8, 1950 


Nov. 13, 1950 


Nov. 15, 1950 


20, 19502) 





Interior 


Commerce, NPA....---.--- 


Interstate Commerce 
Federal Reserve_-_-_.-.------ 
Commerce, NPA.....------ 


President, re NSRB 


i2O.s 


Agriculture and Interior-__- - 


Commerce, N PA; Interior, 
PAD. 


Secretary of Interior announced establishment of Petroleum 
Administration for Defense. 

NPA announced establishment of broad priorities system 
(NPA Regulation 2). 

NPA announced delegations of authority to Department of 
Defense and Atomic Energy Commission to assign ratings 
under NPA Regulation 2. 

Commissioner James K. Knudson announced establishment 
of Defense Transport Administration. 

Federal Reserve announced Regulation X restricting resi- 
dential real estate construction credit. 

NPA issued Order M-1 covering handling of priority-rated 
defense orders for steel. ‘ 

| President signed Executive Order 10169 establishing National 

| Advisory Committee on Mobilization Policy to consult 
with and advise the Resources Board on national mobili- 
zation policy. 

President signed Executive Order 10172 designating the 
Chairman of the Resources Board as the ‘‘certifying au- 
thority” for manufacturers and other producers seeking to 
take advantage of Federal tax benefits through accelerated 

e amortization. 

| Secretary of Agriculture issued order delegating to Secretary 

| of Interior certain authority under DPA relating to pro- 
duction of fishery commodities and products. 

Federal Reserve announced Amendment No. 1 to Regulation 
W, effective Oct. 16, 1950, placing further, more drastic, 
restrictions on consumer credit. 

| Secretary of Interior announced formation of 30-member 
Electric Utility Defense Advisory Council. ¢ 

NPA announced NPA Order M-2, revised rubber order, 
limiting use of natural rubber during November and 
December 1950. 

NPA announced NPA Order M-3, reserving entire produc- 
tion of columbium bearing stainless steel for defense needs. 

NPA announced creation of Office of Small Business. 

NPA issued Supplement 1 to Order M-1 in order to provide 
steel products for the freight car program. 

NPA issued NPA Order M~, prohibiting construction of 
new buildings for amusement, recreational, or entertain- 
ment purposes. 

NSRB issued NSRB Regulation governing the issuance of 
necessity certificates under Section 124 A of the Internal 
Revenue Code. 

NPA issued NPA Order M-5, establishing rules for handling 
defense orders for aluminum under the priorities system. 
NPA issued NPA Order M-6, designed to insure supplies of 

steel products for small business firms. 

NPA announced NPA Reg. 3, Operations of the Priorities 
Systems between the United States and Canada, imple- 
menting the provisions of the Statement of Principles for 
Economie Cooperation issued by the Governments of the 
United States and Canada on Oct. 26, 1950. 

NPA announced delegations of authority (3 and 4) to Na- 
tional Advisory Committee for Aeronautics and United 
States Coast Guard to assign ratings under NPA Reg. 2. 

NPA issued NPA Order M-7, to assure supply of aluminum 
for the defense effort, and equitable distribution of the 
available nonmilitary supply. 

NPA issued NPA Order M-8, establishing rules for reporting 
on usage of tin, also limits inventories of alloys and other 
materials containing tin, excluding ores and concentrates. 

NPA issued Int. 1, 2, and 3 to Reg. 1, Inventory Control, on 
Methods of Adjusting Orders, Exemption of Imported 
Materials, and Deliveries through Intermediate Dis- 
tributors. 

Federal Reserve issued Amendment 1 to Reg. X, Residential 
Real Estate Credit. 

NPA issued Supp. 2 to Order M-1 to provide steel products 
for construction of Great Lakes cargo vessels. 

NPA issued Amend. 2 to Reg. 2, no “DO” priority rating 
may be used to obtain wood pulp. 

NPA issued NPA Order M-9, rules for accepting and sched- 
uling rated defense orders for zine. 

National Production Authority and Petroleum Administra- 
tion for Defense jointly released a memorandum of agree- 
ment covering allocations and priorities powers over the 








1 Effective Oct. 16, 1950. 
2 Effective Nov. 1, 1950. 


domestic petroleum and gas industries. 
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Calendar of formal actions taken by Federal departments to implement Defense 


Production Act of 1950—Continued 





| 


Date | Department or agency 


Action 





Nov. 21,1950 | President____- 


Do.......| NSRB 
Nov. 24, 1950 | Economic Stabilization 


Nov. 28, 1950 | Commerce, NPA-_-__.__- 


| 


Nov. 29, 1950 _..do 
SRE do 
Dec. 4, 1950 |_....do 


Dec. 5, 1950 | Interior 


i 
} 


Dec. 6,1950 | Commerce, NPA 
Do ite do 
E.R, erie Sel 


D622 SO 
Do 
Do-.- 


Dec. 7,1950 | Federal Reserve 


Dec. 8, 1950 | Commerce 


Dec. 15,1950 | Commerce, NPA_. 


Do ; | do 


Dec. 16,1950 | President 


Do | Commerce 


Do .| President 
Dec. 19,1950 | Economic Stabilization 


| 


Dec. 20,1950 | Commerce, NPA 





President signed Executive Order 10182 providing for the 


appointment of certain persons under the Defense Produc- 
tion Act of 1950 and prescribing regulations for their exemp- 
tion from certain conflict of interest statutes. 


| NSRB issued NSRB Regulation governing loans under sec- 


tion 302A of Defense Production Act of 1950. 

ESA announced the first meeting of the new Wage Stabiliza- 
tion Board of the Economic Stabilization Agency. 

NPA issued Direction 1 to NPA Order M-7 providing for 
adjustments in the use of aluminum in certain areas for the 
month of December. 


| NPA issued Order M-10, limiting cobalt inventories to a 


20-day supply, and directing the distribution of available 
supplies during December. 


| NPA issued NPA Order M-11, establishing rules for accept- 


ing and scheduling rated defense orders for copper and 
copper-base alloys. 

NPA issued NPA Order M-12, to assure supply of copper and 
copper products for defense effort and equitable distribution 
of the available nonmilitary supply. 

Secretary of the Interior announced the establishment of 
Defense Minerals Administration, the Defense Power 
Administration, the Defense Solid Fuels Administration, 
and the Defense Fisheries Administration 


| NPA issued NPA Order M-1, as Amended, to provide for 


more efficient production schedules for steel. 
NPA issued NPA Order M-6, as Amended, to provide for 
more efficient production schedules for steel. 


| NPA issued NPA Order M-7, as Amended, amending the 


usage of aluminum for the months of J roomed and February. 

NPA issued NPA Order M-13, providing rules for accepting 
and scheduling rated orders for high-tenacity rayon yarn 
under the priorities system. 


| NPA issued NPA Order M-14 limiting consumption of 


primary nickel for nondefense purposes in order to assure 
supplies for the rearmament program. 

NPA issued NPA Order M~15, to assure zine supplies for 
defense needs, and equitable distribution of available non- 
military supply, also limits inventories of zine or zine 
products. 

Federal Reserve issued Interpretations to Regulation X, 
Residential Real Estate Credit. 

Commerce issued Transportation Order T-1 banning the 
transportation or discharge by American flagships and 
aircraft anywhere in the world of strategic and critical 
materials destined for countries in the Soviet bloc, China, 
Hong Kong, and Macao. 

NPA issued NPA Order M-2, as Amended, further reducing 
the civilian consumption of natural rubber in January and 
February, but maintaining the tota’ consumption by the 
use of increasing supp'ies of synthetie rubber. 


| NPA issued NPA Order M-16, providing for the continuous 


flow of copper scrap into normal channels of distribution, 
also limits inventories of copper scrap by scrap dealers 

President issued a Proclamation (2914), Proclaiming the 
Existence of a National Emergency. 


| Commerce issued Transportation Order T-2 banning the 


transportation or discharge by American-flag ships or air- 
craft anywhere in the world of any materials destined to 
Communist China, and forbidding American-flag ships and 
aircraft from calling at any port in Communist China. 


| President signed Executive Order 10193 providing for the 


establishment of the Office of Defense Mobilization in the 
Executive Office of the President. 


| ESA issued a list of Pricing Standards for business and 


industry requesting nation-wide compliance to avoid the 
necessity of further mandatory price control. 


| NPA issued Supp. 3 to NPA Order M-1, further implement- 


ing the United States-Canadian joint defense program 
(Item 12, Supp. II) allocating steel products from U. §S. 
suppliers for completion of the Canadian government- 
sponsored freight-car program. 


| NPA issued NPA Order M-6, Amended, making steel 


products available to Canadian warehouse distributors 
normally supplied bp U. §. mills. 


NPA issued Direction 2 to NPA Order M-7, continuing, for 


the first quarter, adjustments in the use of aluminum pro- 
vided for in Direction 1. 


| NPA issued NPA Order M-17, equalizing the distribution 


| 


of defense orders among manufacturers of electrical com- 
ponents and parts. 
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Calendar of formal actions taken by Federal departments to implement Defense 
Production Act ale 1950—Continued 





Date 


Department or agency 


Action 





Dec. 26,1950 | Economie Stabilization 


Do 


Do... 


Do.. 


| 


*. 27, 1950 


21, 1950 | 


c. 27,1950 |- 


“Ce Ean 


+ ers 


BO tices 


Dee. 29, 1950 


Dec. 30, 1950 


do 


. 


| Commerce, NPA 


..do 


Economic Stabilization —--- 


Commerce, NP A_.__------- 


iis HOE. 


i Ms 


Economic Stabilization __-.- 





Labor, Defense Manpower__| 


Commerce, NPA...--....-- 


jt ements Lane 


Jan. 3, 1951 | 


Jan. 4,1951 


Do.. 
Jan, 9, 1951 
Jan. 10,1951 


Jan. 11, 1951 


Jan. 12,1951 


Pa. 
Jan. 15, 1951 


} 
| 


| President... 





eet 


General Services 


Commerce, NPA-~..-- 


| Federal Reserve 


Commerce, NPA 


| ESA issued Ceiling Price Reg. 1, providing for price ceilings 
on the sale of new passenger echile S. 

ESA issued Price Procedural Reg. 1, to pre scribe and explain 
the procedure used by the Economic Stabilization Admin- 
istrator in making various kinds of price determinations, 

NPA issued NPA Order M-8, Amended, further assuring 
tin supplies for the defense program and equitable civilian 
distribution of the remaining supply. 

NPA issued Delegation of Authority to the Secretary of the 
Interior (Del. 5) making the Department of the Interior 
the claimant agency for certain production facilities for 

| minerals and metals. 

| ESA issued Wage Stabilization Reg. 1 freezing wages in the 

| new passenger automobile industry until Mar. 1, 1951. 

| NPA issued NPA Order M-18, as a temporary measure to 

prevent diversion of hog bristles from normal channels of 
distribution. 

| NPA issued Direction 3 to NPA Order M-7, increasing the 

amount of aluminum that can be used in the manufacture 
of strictly component parts during March. 

| NPA issued NPA Order M-19 to further conserve and assure 

the supply of cadmium for defense and highly essential civil- 
ian needs. 

| NPA issued NPA Notice-1, listing those materials subject to 

the antihoarding provisions of section 102 of the Defense 
Production Act of 1950. 

| ESA issued Wage Procedural Regulation No. 1, delineating 

| the procedures by which interested parties ee file peti- 
tions regarding wage-stabilization regulations, and steps 

taken toward rendering a decision on each such petition. 

ODM announced the establishment and operation of a 
country-wide system of Management-Labor Committees 
on Defense Manpower. 

NPA issued Amend. 2to NPA Order M-2 providing a single 
channel, through the General Services Administration, for 
the flow of imported rubber into the United States. 

| NPA issued NPA Order M-10, as Amended, providing for 
complete allocation of all forms of cobalt. 

NPA issued Amend, 1 to NPA Order M-12, further restric- 
ing the use of copper to assure continued supplies for de- 
fense needs. 

NPA issued Del. 1, as Amended, granting Department of 
Defense authority to issue DO ratings for construction 
equipment for use on overseas construction projects. 

President signed Executive Order 10200, establishing the 
Defense Production Administration under the Director of 
Defense Mobilization; and the Defense Mobilization Board 
as an advisory body to the Director. 

| GSA issued a regulation implementing its authority to con- 
tro] the importation of natural rubber into the United 
States. 

NPA issued NPA Order M-20 limiting inventories of iron 
and steel scrap, designed to keep the scrap moving into the 
hands of iron and steel producing mills. 

NPA issued Delegation of Authority to Civil Aeronautics 
Administration (Del. 6) to issue DO ratings under Reg. 2. 

NPA issued NPA Order M-8, as Amended, to insure the 
maximum use of tin scrap. 

NPA issued formal procedures, Rules Applicab le to Meetings 
with Groups of Industry Representatives. 

NPA issued Notice 1 as Amended, to include additional 
critical materials subject to antihoarding provisions of the 
Defense Production Act. 

NPA issued NPA Order M-21 prohibiting the use of meth- 
ylene chloride for other than the manufacture of photo- 
graphic and X-ray film. 

NPA issued Amend. 3 to Reg. 2, authorizing the use of DO 
ratings to procure accessories for production equipment for 

| companies working on rated orders. 

NPA issued NPA Order M-23, limiting the volume of rated 
orders producers of corded cotton sales yarn must accept 
in order to provide equitable distribution of such orders. 

| NPA issued NPA Order M-22, for the purpose of conserving 

| aluminum scrap by insuring its orderly flow into the hands 

of approved smelters and fabricators. 

| Federal Reserve issued Regulation X, as Amended, further 

restricting residential real estate credit. 

NPA issued NPA Order M-4, as Amended, making all new 
private commercial construction subject to specific NPA 
authorization. 





| 








636 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 








Date Department or agency | Action 





Jou; 20; ROB Pe oo. nncke wks _| President signed Executive Order 10205, amending EO 10182, 
| relating to the appointment of certain persons under the 
| | Defense Production Act of 1950. 
Jan. 17,1951 | Interior_...........- _.....| Seeretary of the Interior has been designated to certify the 
| necessity for access roads to make possible the exploration 
| | and development of deposits of strategic and critical metals 
and minerals. 

Ac I _.| President sent to Heads of all Executive Departments and 

Agencies a National Manpower Mobilization Policy, as 

recommended by NSC, the Secretary of the Treasury, 

the Secretary of Labor and the Director of the Office of 

Defense Mobilization. 

Jan. 18,1951 | Commerce, NPA--------- NPA issued NPA Order M-29, to assure military needs by 

| reserving for DO defense-rated orders that portion of the 

| | supply of leather produced from horsehide fronts and deer- 
skin which meets Federal specifications. 

ae 4 NPA issued NPA Order M-28 limiting the volume of rated 

} orders for certain types of leather which each leather pro- 
| ducer must accept. 

ie AO a a : NPA issued Supp. 1 to NPA Order M-1, as Amended, to 

j | further assure delivery of steel products for the freight-car 

production program. 

Jan. 19,1951 | Office of Defense Mobiliza- | ODM issued DMO-1, creating a Committee on Foreign 

| tion. Supplies and Requirements. 

Jan. 22,1951 | Commerce, NPA NPA issued NPA Order M-30 providing for the allocation 

| of all forms of tungsten except tungsten ores and concen- 
trates and tungsten serap. 

NPA issued NPA Order M-1 as amended, in order to adjust 
it? basic steel order to meet changing steel requirements 
brought about by the expanding rearmament program. 

Do_....--| President._...............-.| President created a Materials Policy Commission to study 
the broader and longer range aspects of the nation’s ma- 
| terials problem as distinct from immediate defense needs. 

Jan. 23,1951 | Office of Defense Mobiliza- | ODM issued DMO-2 making the Administrator of the Eco- 


Do 


Jan. 17,1951 


Do 


oa. 


tion. | nomic Stabilization Agency a member of the Defense 
| | Mobilization Board. 
Do... a : Pe | ODM issued DMO-3 making the Administrator of the 


Defense Production Administration a member of the 
j Defense Mobilization Board. 
Do.....-.| Commerce, NPA-.......-.--| NPA issued NPA Order M-31, to assure chlorine supplies 
for public health needs by providing for equitable dis- 
tribution of defense rated orders among chlorine producers. 
eee et | Soames oe _.| NPA issued Amend. | to NPA Order M-14, further con- 
serving supplies of nickel by permitting its use only in 
highly essential items. 
eal CN : _.........--} NPA issued NPA Order M-32, to assure an orderly flow of 
defense rated orders throughout the chemical industry. 
First item covered is ethy] cellulose, 
Jan. 24,1951 | Defense Production Ad- | DPA issued DPA Del. 1, redelegating to those agencies, 
ministration.: functions being carried on under the Defense Production 
Act of 1950 and which are now the responsibility of DPA 
under EO 10200. 
Jan. 25,1951 | Commerce, NPA _...| NPA issued Supp. 1 to NPA Del. 1 expanding its delegation 
| of authority to the Secretary of Defense to assist in expe- 
diting the military aircraft and guided missiles program. 





Do | Economic Stabilization 


| ESA issued Ceiling Price Regulation 2, rolling back prices on 
| | domestic cattle hide, kips, and calfskin to the highest level 
| during Noy. 1-30, 1950, as a temporary freeze of prices. 
Jan. 26,1951 | do Meh. ---| ESA issued General Ceiling Price Regulation. 
Do do ESA issued General Wage Stabilization Regulation No. 1. 
Do Office of Defense Mobiliza- | ODM issued DMO-4, a directive to the Defense Production 
tion, | Administration and other agencies exercising priority and 


allocation functions under FO 10161 and EO 10200, provid- 

ing for effective use of priorities and allocations in achieving 

economic stabilization. 

Jan. 27,1951 | Commerce, NPA.._........| NPA issued the following NPA Orders, M-8 as Amended, 
M-24, M-25, M-26, and M-27, all concerned with further 
restricting the usage of pig tin, tin alloys, tin plate, and other 
materials containing tin, for certain nondefense uses. 

Do Ae, I fee eee | NPA issued NPA Order M-33 placing temporary controls on 

the distribution and inventories of molybdenum, to provide 

for highly essential production not covered by defense rated 
| orders. 

50... TR WOON is oc Retina _.......--.-| NPA issued NPA Order M-20 as Amended, to further assure 
a balanced flow of iron and steel scrap moving into the 

; hands of iron and steel producing mills. 

Jan. 25,1951 | Office of Defense Mobiliza- | The Director of ODM announced the establishment of a 

tion. Labor Advisory Committee. 

Jan. 30,1951 | Labor, Defense Manpower...) Defense Manpower issued “Policy Concerning the Place- 

ment of Defense Facilities and Contracts after full Con- 

sideration of Manpower Implications.” 
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Date 


Department or agency 


Action 





Jan. 30,1951 


Feb. 1, 1951 


Feb, 2,1951 


Feb. 5, 1951 


Feb, 6,1951 


Feb. 7, 1951 


Feb. 8, 1951 


Interior, Defense Electric 
Power. 


Price Stabilization _____.._-- 
Wage Stabilization -._..__-- 


Defense Transport... .._-- 


Price Stabilization_.._....-- 


Commerce, NPA_.....----- 


tion. 


Price Stabilization....-..--- 
Commerce, NPA.......---- 
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DEPA issued DEPA Order EO-1, establishing procedures 
for obtaining information on major plant additions for the 
electric utility industry, which contemplate the use of 
aluminum, copper and copper base alloy. 

DEPA issued DEPA Order EO-2, establishing procedures 
by which the electric power industry may request procure- 
ment assistance in obtaining materials and equipment for 
construction of additional facilities. 

WSB issued General Regulation No. 3, increases to comply 
with minimum wage laws authorized. 

WSB issued General Regulation No. 4, non-Federal employ- 


ees. 

WSB issued General Regulation No. 1, Definition of Wages, 
Salaries or other Compensations. 

WSB issued General Regulation No. 2, increases determined 
but not effective prior to January 25. 

NPA issued Direction 1 to NPA Order M-12, permitting cer- 
tain adjustments in base period averages by producers and 
users of copper and copper base alloys. 

OPS issued a special regulation, establishing specific prices 
covering the production of Pennsylvania anthracite coal. 
OPS issued Supp. Reg. 1 to GCPR, exempting certain sales 
under specified conditions and purchases by Defense 

agencies from the general regulations. 

OPS issued Ceiling Price Reg. 4, establishing specific ceilings 
for bituminous, lignite, and Virginia anthracite coal, based 
on representative market periods in the industry. 

OPS issued Supp. Reg. 2 to GCPR, establishing an adjust- 
ment for retail solid fuel dealers based on changes in mine 


prices. 

OPS issued Ceiling Price Reg. 3, covering coal except Penn- 
sylvania anthracite. 

NPA issued Amend. 1 to NPA Order M-5, revising the rules 
for handling defense orders for aluminum under the prior- 
ities system. 

NPA issued Amend. 2to NPA Order M-7, further restricting 
the use of aluminum in the manufacture of less essential 
items for civilian use. 

NPA issued NPA Order M-2 as Amended, further restricting 
the use of natural rubber in the manufacture of nonessential 
products. 

NPA issued NPA Order M-32as Amended to assure equitable 
+ ai of DO orders among producers of technical 


NPA issued NPA Order M-34 to provide adequate supplies 
of leather midsoles for military shoes, and at the same time 
provide a balanced flow of sole leather to meet civilian 


needs. 

NPA issued NPA Order M-35 prohibiting the sale of cattle 
hides, kips, and calfskins until March 15, pending the 
establishment of a distribution program. 

NPA issued NPA Del. 7, authorizing its field offices to act 
directly on special hardship applications for commercial 
construction. 

OPS issued Ceiling Price Reg. 5, covering iron and steel scrap. 

WSB issued Gen. Reg. 5, covering adjustments for individual 
employees. 

DTA issued General Order DTA-1 directing for-hire motor 
carriers operating within the United States to give prefer- 
ence and priority to freight shipments for the military, 
AEC and United States mail. 

OPS issued Amend. 1 to Supp. Reg. 1 to GCPR exempting 
from price ceilings, sales of certain wool products supplied 
to defense agencies. 

NPA issued NPA Order M-36, requiring producers of paper 
to establish reserves of designated grades in percentage of 
their monthly production to fill qualified Government 


orders. 

NPA issned NPA Order M-14 as Amended, with regard to 
the inventory replacement of nickel. 

- issued DMO-5 creating a Committee on Manpower 

olicy. 

Office of Housing Expediter requested to consult with Eco- 
nomic Stabilizer on proposed rent actions to insure con- 
formity with over-all stabilization policy. 

ODM issued DMO-6 creating Interagency Regional Com- 
mittees on Defense Mobilization. 

OPS issued Distribution Order 1, Fair Distribution of Live- 
stock and Meat. 

NPA issued Amend. 4 to NPA Order M-4, exempting from 
authorization, the construction of facilities for the com- 
munication of news and educational material. 
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| 
Date Department oragency | Action 





_.| OPS issued Ceiling Price Reg. 6, establishing ceiling prices 

| for cottonseed, soybeans, and corn oils. 

Do_......| Commerce, NPA NPA issued Amendments to NPA Delegations 1, 2, 3, and 4, 
to permit the issuance of DO orders for the procurement of 
commercial office equipment and supplies and certain mis- 
cellaneous items. 

Price Stabilization ____-- | OPS issued Supp. Reg. 3 to GCPR pertaining specifically to 
Food, Agricultural and Related Commodities. 
...do re | OPS issued Amendment 1 to GCPR relating to Agricultural 
; Commodities. 
| NPA issued Delegation of Authority to the Department of 
State (Del. 8) to issued DO ratings under Reg. 2 for certain 
materials to maintain and expand the Voice of America 
program. 

NPA issued NPA Order M-37, limiting inventories of zine 
scrap and regulating scrap toll agreements in an effort to 
provide a continued flow of raw materials to zinc dust 
producers. 

Federal Reserve. __._.-- Federal Reserve issued Regulation X as Amended, Real 

Estate Credit, to include certain non-residential properties, 

| both new construction and major additions and improve- 
} | ments. 

Feb. 15,1951 | Commerce, NPA NPA issued NPA Order M-13 as Amended, revising the 
rules for accepting and scheduling rated orders for high- 

| tenacity rayon yarn under the priorities system. 

Do......-| Price Stabilization_._._......; OPS issued Supp. Reg. 4 to GCPR, with reference to tide- 
water coal-dock dealers. 

Do__.....| Interior, Defense Minerals... DMA issued MO-4, placing temporary controls on the dis- 

| tribution of tungsten concentrates. 

Feb. 16,1951 |_....do___. _..........| DMA issued MO-2, placing the delivery and use of man- 

| ganese ore under allocation control. 

Do Price Stabilization -- ; OPS issued Amend. 2 of Supp. Reg. 1 to GCPR, pertaining 

to defense purchases of items peculiarly adapted for military 
} | use. 
Do .-| Commerce, NPA _...... NPA issued Supp. 4 to NPA Order M-~4, providing steel 
| products for delivery to United States shipyards for repair 
and conversion of seagoing vessels. 

Do do ; : .| NPA issued NPA Order M-38, limiting inventories of lead, 
other than ores and concentrates, in order to prevent an 
excessive accumulation. 

Do ..do ’ NPA issued NPA Order M-39, limiting inventories of anti- 
mony, other than ores and concentrates, in order to prevent 
an excessive accumulation. 

Feb. 19, 1951 .do ae NPA issued Amend. 5 to NPA Order M-4, to permit an 
increase in expenditures for alterations and additions to 
hotels, office and loft buildings. 

Os hiss ....do _..............| NPA issued Supp. 1 te NPA Order M-2, to further conserve 
rubber for the mobilization program, by ordering the 
simplification of manufactured rubber products. 

cies do... _..........| NPA issued NPA Order M-i2 as Amended revising the 
basic copper conservation order to permit the use of copper 
held in inventory after March 1. 

Feb. 21 Commerce, NPA, Federal | NPA has designated the Federal Trade Commission to make 

Trade Commission. spot surveys for NPA to determine how well NPA Orders 
and Regulations are understood and carried out. 

Do_. | Commerce, NPA _| NPA issued Amend. 3 to NPA Order M-7 ordering gradual 
elimination of the manufacture of aluminum windows and 
air ducts as a means of conserving aluminum. 

Feb. 20,1951 | Wage Stabilization _..| WSB issued Gen. Reg. 7, permitting institutions exempt 
from Federal income taxes to make wage adjustments with- 
out prior approval of the WSB. 

Feb. 21,1951 | Price Stablization__...__._.| OPS issued Supp. Reg. 5 to GCPR, retail ceiling price 
regulation for new and used automobiles. 

Feb. 23, 1951 do OPS issued Supp. Reg. 6 to GCPR, exempting the Panama 

j Canal Zone from all price regulations issued or to be issued. 
Do Defense Production Ad- | DPA has requested the G»vernors of each of the 48 States 
ministration. to establish a Governor’s Commission on Small! Business 
in each State, to marshal community resources for the 
full utilization of small businesses in the mobilization pro- 
gram. 

Do. Commerce, NPA__.........| NPA issued Amend. 1 to NPA Order M-25 permitting the 
use of tin cans for packing some products not previously 
permitted. 

Feb. 26, 1951 : ga NPA issued Delegation of Authority to the Secretary of the 
Interior (Del. 9) giving the Secretary authority over the 
production and distribution of industrial chemicals used 
principally in the petroleum industry. (Implements agree- 
ment of Jan. 17, 1951, see Item 47, Issue IT.) 

Feb. 27, 1951 a oe. br _... NPA issued NPA Reg. 4, permitting all establishments, 

when necessary, to use a priority rating to procure equip- 
ment and supplies for maintenance, repair, and operation 
of their present facilities. (MRO program.) 


Feb. 12,1951 | Price Stabilization _- 
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Price Stabilization_.........| OPS issued Amend. 1 to Dist. Order 1, to assist institutions 
in securing meat for their needs. 

OPS issued Supp. Reg. 7 to GCPR, for use by manufacturers 
and sellers of manufactured feeds in determining their 
ceiling prices. 

| Office of Defense Mobiliza- | ODM issued Amend. 1 to DMO-1, adding representatives of 

tion. the Economic Stabilization Agency and the Export-Import 

Bank to the membership of the Foreign Supplies and 

Requirements Committee. 

Do Son Soe c ODM issued Amend. 1 to DMO-6, making Regional Direc- 

tors of DPA and Office of Defense Manpower Co-Chair- 

men of the Regional Committees on Defense Mobilization. 

Do.......| Commerce, NPA..-...---- .| NPA issued Amend. 1 to NPA Order M-12 to permit the use 

until Apr. 30 of copper fins in heating and ventilation 

equipment used in home and other constructions. 

Feb. 28,1951 | President x President signed Executive Order 10219, defining certain 

| responsibilities of Federal agencies with respect to trans- 
portation and storage. 

Do ey NPA issued Amend. 3 to NPA Order M-14 revising the basic 

{ nickel conservation order. 

ite, o ¢ NPA issued NPA Order M-35as Amended, to provide for the 
allocation of cattle hides, calfskins and kips, and requiring 
purchasers to obtain specific authorization to buy untanned 
domestic hides and skins. 

NPA issued NPA Orders M-40 and M-41, establishing a 
program for the machine tool industry, (1) a system of 
‘pool orders’? and (2) a system for regulating delivery of 
machine tools produced under the ‘‘pool orders’’ system. 

, 1951 WSB issued Gen. Reg. 6, promulgated by the Economic 

| Stabilizer on Feb. 27, as approved by Industry and Public 
members of the WSB on Feb. 15. Reg. 6 states a general 
wage and salary policy designed to correct such inequities 
as have arisen because of disparities between increases in 
wages and salaries and the increase in cost of living since 

Jan. 15, 1950, or which may subsequently arise during the 

period covered by the policies embodied in this regulation. 

Do___.._.| Interior, Petroleum Admin- | PAD issued PAD Order DO 1 establishing an allocation 

| istration. — ‘i tetraethy] lead fluid used in producing automo- 
tive fuel. 

Do.. | Price Stabilization OPS issued Ceiling Price Reg. 7 and Supp. Reg. 1 and 2 to 

| CPR 7, retail ceiling prices for consumer goods. 

Feb. 28,1951 | President_. President signed Executive Order 10219, defining certain 

| responsibilities of Federal agencies with respect to trans- 
| portation and storage. 

| Defense Transport_-_-_- : Upon recommendation of DTA the ICC issued Service 

Order No. 874, imposing the requirement of heavier loading 

of grain and grain byproducts in freight cars. 

ty DAT issued a Revocation of General Order DTA 1. 

Price Stabilization. _--.__- OPS issued Amend. 4 to GCPR to make clear that warehouse 
receipts are not exempt from price control. 

OPS issued Amend. 3 to Supp. Reg. 1, GCPR, providing for 

| hardship adjustments for sellers entering into contracts 

| defense agencies. 

} OPS issued Supp. Reg. 8 to GCPR establishing ceiling 

| Margins for coal exported overseas. 

| NPA issued Amend. 1 to NPA Order M-1 revising upward 
the requirements for acceptance of DO rated orders for 
carbon and alloy plates for May. 

NPA issued Amend. 2 to NPA Order M~-22 adding to the list, 
additional smelters and fabricators permitted to melt or 
otherwise use aluminum scrap. 

se ckboeen cee | NPA issued NPA Order M-32 as Amended including barium 
| carbonate among those chemicals requiring equitable dis- 
tribution of DO orders among its producers. 

Mar. 2,1951 |__- NPA issued NPA Order M-42 to provide for equitable dis- 

tribution of defense rated orders among producers of insect 








wire screening. 

NPA issued NPA Order M-43 to assure equitable distribu- 
tion of defense rated orders among manufacturers of con- 
struction machinery and equipment. 

NPA issued NPA Order M-2 as Amended increasing the 
amount of rubber available for civilian consumption, made 
possible by the increase in the production of snythetic 

| rubber. al 
Price Stabilization---.- | OPS issued Supp. Reg. 1 to CPR 4 placing Pennsylvania 

| _ anthracite briquettes under the provision of CPR 4. 

Defense Transport DTA issued General Order DT A-2 to provide for preference 

and priority in Port Terminal Storage and handling of 

| Bulk Grain for Export. 

Mar. 4,1951 | Price Stabilization OPS issued Ceiling Price Reg. 8 placing dollars and cents 

ceilings on the price of raw cotton. 


83473—51—-pt. 1—_——-42 











640 DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 


Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 


on —— 
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| OPS issued Supp. Reg. 9 to GCPR granting emergency price 
relief for processors and canners of citrus fruit damaged by 
freezing weather. 

NPA issued NPA Order M-44 providing a planned program 
for the production of heavy power equipment, to assist in 
carrying out the mobilization program on expansion of 
electric power facilities. 

Federal Reserve.___- : Federal Reserve issued Amend. 1 to Regulation X, Real 

Estate Credit, pertaining to Defense Construction in 

specified areas 

Mar. 7, 195! | Price Stabilization. _.. __| OPS issued Amend. 1 to CPR 6 ordering roll-backs in man- 

ufacturer’s prices for vegetable shortening and szlad oils, 

Do CMOS: Gc Siet 2 or gag SS OPS issued Amend. | to Supp. Reg. 5, GCPR permitting 

automobile dealers to pass along only the exact amount cf 

the dollars and cents increase granted manufacturers of 
new passenger automobiles. 


Mar. 5,1951 | Price Stabilization 


i Commerce, NPA 


te 








Do... ....do | OPS issued Ceiling Price Reg. 9 authorizing specific dollars 
| |} and cents mark-up on goods sold in the territoriesand pos- 
| | sessions of the United States which are not actually pro- 
| | duced in that area. 

Do aS | OPS issued Amend. 1 to CPR 6, on fats and oils. 


Mar. 8, 1951 |-....do_.___- a hea OPS issued Amend. 4 to Supp. Reg. 1, GCPR providing 
price adjustment provision for soap purchased by the 
Oifice of Rubber Reserve for the manufacture of synthetic 
rubber. 
Mar. 7,1951 | Commerce, NPA_..__---- NPA issued NPA Order M-5 as Amended increasing the 
supplies cf aluminum available to independent nonin- 
integrated primary aluminum fabricators to fill DO orders. 
ee See > ae NPA issued NPA Order M-47 reducing the amount of iron 
and steel available for manufacture of nonessential con- 
sumer durable goods, making more available for the defense 
program. 
Mar. 8, 1951 | Wage Stabilization. _____- WSB issued Gen. Wage Reg. 8, Rev. approving extension of 
wage controls containing cost of living escalator clauses in 
| effet prior to Feb. 25, 1951. 
| 
| 





1 Sees Sees WO i286 eS se oa _| WSB issued Gen. Wage Reg. 9, providing for establistument 
| of wage schedules in new plants. 
Wi i BR es WSB issued Gen. Wage Reg. 10, permitting completion of 
| tandem wage adjustments in process before"Jan. 25,, 1951. 
i) Seen | Commerce, NPA........--- NPA issued NPA Order M-~34 as amended to permit the sale 
| of leather whole stock through intermediaries to maintain 
| normal] channels of distribution. 
ies BR 305s SOR ee ete NPA issued NPA Order M-48, placing bismuth under strict 
conservation control. 
ie a i be el eee eee NPA issued Amend. 4 to NPA Order M-7 retaining second 
quarter usage of aluminum at current levels. 
PSs acs BEY | Harp Rear Ue tet NPA issued Amend. 3 to NPA Order M-12 further reducing 
} the permitted use of copper for the second quarter. 
Mar. 7,1951 | Price Stabilization._..___-_- OPS issued Amend. 5 to GCPR, clarifying certain provisions 
of Amend. 2 to prevent manufacturers and wholesalers 
from establishing abnormally high ceiling prices for their 
goods and services. 
Mar. 9, 1951 ___do___.___.__.__.______..} OPS issued Amend. 2 to CPR 6, rolling back prices. of inedible 
tallows and greases, basic material in soap manufacture. 
| OPS issued Ceiling Price Reg. 10, a roll-back of manufacturing 
| prices of household soap and cleansers. 
Mar. 10,1951 | Labor, Defense Manpower_.| Department of Labor issued Amend. 1 to Gen. Order 48, 
changing the name of the Office of Defense Manpower to 
Defense Manpower Administration, strengthening the 
supervisory direction of the Administrator and creating 
regional offices of the Defense Manpower Administration. 
Mar. 12,1951 | Commerce, NPA_..-.-.....-- NPA issued Dir. 1 to NPA Order M-25 permitting packers, 
in certain instances, to make their own readjustments with- 
out filing application for same. 
| ea es A ead ERS _....----------.| NPA issued Amends.3 to NPA Order M-8, which makes the 
| | following provision: (1) effective May 1, places all domestic 
users of pig tin under allocation control, (2) provides a 
| temporary seasonal increase in tin allocation for canning 
| | and other essential purposes, (3) designates RFC as the sole 

importer of tin for the U.S 

aE Se a a a NPA issued NPA Order M-46,*in order to provide steel cas- 

ing, tubing, and drill pipe for use by the oil and gas in- 
dustries to tap new supplies of oil and gas 

Do_-- Price Stabilization........-- OPS issued Supp. Reg. 1! to GCPR, gri unting an increase in 

price on wool pile floor covering. 
Mar. 13,1951 | Office of Defense Mobiliza- | ODM issued DMO-7 creating a Committee on Defense 
tion. | ‘Transportation and Storage. 

Do.._....| President_..................| President signed Executive Order 10223 designating the 
| Atomic Energy Commission as an additional guaranteeing 
| agency under section 301 of the Defense Production Act of 

} \ 1950. 





NS oi a a eee Tae es 














DEFENSE PRODUCTION ACT AMENDMENTS OF 1951 641 


Calendar of formal actions taken by Federal departments to implement Defense 


Date 


Production 


Act of 1950—Continued 





Department or agency 


Action 








Mar. 13, 1951 


Mar. 14, 1951 


Do 


Do 


Do. 


Do 


+ eae 


Do 


D6... 


Mar. 16, 1951 


Do-__. 


Do. 


| ee 


Mar. 19, 1951 


Do 


Do 


Be; 


Mar. 20, 1951 


Do. 


Mar. 21, 1951 


Do 


Do 





Price Stabilization.___..-.-.- 


Commerce, NPA... 


do-_- Slee ates | 


eed "ee Ea SA AE ES 





Price Stabilization.___-..._-- 


Commerce, NPA..----- 


PRONG 525 os | 


Commerce, NPA..-.....----| 


COmemaeene 20S st 


Office of Defense Mobiliza- 
tion. } 


Commerce, NPA.--- 


Price Stabilization. ___- 


ete see. Fee 


NO ins cd LE “i 


i. Siecaltent ses PRB fe 


Commerce, NPA-...__..--- 


Price Stabilization _.__.__- 


PUNE). Tyke popes Be eeiek 


Commerce, NPA_- 





OPS issued Ceiling Price Reg. 11 permitting public eating 
places to adjust their menu prices to reflect actual increases 
in food costs to them. 

OPS issued Ceiling Price Reg. 12 fixing ceiling prices on rice 
at the mill or processor level. 

OPS issued Supp. Reg. 12 to GCPR relieving Great Lakes 
water carriers from base period requirements of the GCPR 
in determining ceiling prices for their services. 

OPS issued Supp. Reg. 13 to GCPR permitting temporary 
adjustment in ceiling prices by producers of coke, coal 
chemicals, and coke-oven gas. 

NPA issued NPA Del. 7 as Amended, authorizing additional 
field offices to act on applications for commercial construe- 
tion. 

NPA issued Dir. 1 to NPA Order M-12 permitting adjust- 
ments in base period consumption of copper and copper 
base alloys to companies experiencing shut-downs during 
first half of 1950. 

NPA issued an Amendment to NPA Order M-6, to assure a 
continuing flow of carbon steel products to warehouses in 
order to maintain distribution to small users. 

OPS issued Rey. 1 of CPR 2 covering cattle hides, kips and 
calfskins. 

NPA issued NPA Order M-49, further providing for defense 
needs by placing columbium and tantalum under alloca- 
tion. 

President signed Executive Order 10224, establishing the 
National Advisory Board on Mobilization Policy. 

NPA issued NPA Order M-1 as Amended, further revising 
the rules for placing, accepting, and scheduling rated orders 
by producers of iron and steel. 

NPA issued NPA Order M-3 as Amended, further limiting 
the amount of columbium or columbium-tantalum which 
may be used in producing stainless steel. 

Secretary of Commerce announced the establishment of a 
National Shipping Authority to provide for the most 
effective use of the American merchant marine in the 
present emergency. 

ODM issued Amend. 1 to DMO-7, adding a representative 
of the Department of Agriculture to the membership of 
the Committee on Defense Transportation and Storage. 

NPA issued NPA Order M-19 as Amended, making cad- 
mium available for certain essential civilian products. 

NPA issued NPA Order M-45, a general chemical allocation 
order which provides the means by which any chemical 
may be allocated when necessary. 

NPA issued Amend. 2 to NPA Order M-25, exempting the 
Armed Services from restrictions pertaining to the canning 
of products for use overseas. 

OPS issued Amend. 6 to GCPR, permitting contracts for 
future deliveries at the lowest price (either ceiling or fixed 
price) in effect at that time. 

OPS issued Amend. 7 to GCPR, providing for automatic 
removal from the exemptions list, any agricultural com- 
modity, except tobacco, when the producer price reaches 
parity or its legal equivalent. 

OPS issued Amend, 2 to Supp. Reg. 5, GCPR, authorizing 
the use of additional guide books for pricing used car sales. 

OPS issued Amend. 1, CPR 7 and Amend. 1, Supp. Reg. 1, 
CPR 7, providing an extension of time for the filing of 
price charts by ret*ilers selling articles covered by CPR 7. 

NPA issued NPA Order M-4 as Amended, redefining sec. 3 
(d) and (j), also permits construction for the National 
Advisory Committee for Aeronautics without authoriza- 
tions. 

OPS issued Supp. Reg. 1 to CPR 3, removing bituminous 
briquettes from the general freeze order, placing this item 
under CPR 3, which governs bituminous, lignite, and 
Virginia anthracite coal. 

OPS issued Supp. Reg. 14 to GCPR, enabling the Com- 
modity Credit Corporation to add carrying charges accrued 
since the price freeze to its ceiling prices for farm com- 
modities. 

OPS issued Ceiling Price Regulation 13, providing for retail 
ceilings on petroleum products. 

NPA issued NPA Order M-36 as Amended, making it pos- 
sible for private printing firms operating under contracts 
with GPO, to order paper stock from special reserves estab- 
lished by Order M-36. 








642 


DEFENSE PRODUCTION 





ACT AMENDMENTS OF 1951 


Calendar of formal actions taken by Federal departments to implement Defense 
Production Act of 1950—Continued 





Date | 
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Mar. 21, 1951 


bat 


Mar. 23, 1951 


Mar. 26, 1951 
Do 
Do 

Mar. 


Do 


27, 1951 


Do 


Do-_-. 


Mar. 29, 1951 


Mar. 31, 1951 
Mar, 30, 1951 
Mar. 31, 1951 


Do 


Do 


Apr. 1,1951 


Apr. 2, 1951 





Federal Reserve___._- . 


Defense Production Ad- 
ministration. 
Commerce, NPA..._..-_-- 
Defense Production Ad- 
ministration. 


Price Stabilization 
Commerce, NPA------ 
Price Stabilization 


Commerce, NPA... 


..do Rae éastikg 


Price Stabilization 


hr” es 


..do. 


Commerce, NPA 





Federal Reserve issued Amend. 2, to Regulation X, Resi- 


dential Real Estate Credit providing for certain hardship 
cases. 

DPA announced the establishment of an Electronics Pro- 
duction Board, to be responsible for over-all coordination 
of electronic A yee we a under the mobilization program. 

NPA issued NPA Order M-17 as Amended, to provide 
equitable distribution of defense orders for rigid electrical 
conduit. 

DPA announced a procedure for designating critical defense 
areas, in which special action may be taken to assure the 
provision of housing and other facilities needed for military 
personnel or defense workers coming into the area. 

OPS issued Amend. 3 to CPR 6, affecting bleachable prime 
yellow cottonseed oil. 

NPA issued NPA Order M-5, as Amended, requiring larger 
reserves of aluminum to be set aside for filing rated orders. 

OPS issued Amend. 1 to CPR 5, to bring the prices for iron 
and steel scrap at Detroit in line with other areas. 

NPA issued NPA Order M-33 as Amended, providing for 
monthly allocation of molybdenum supplies to meet 
defense and essential civilian needs. 

N PA issued Direction 2to NPA Order M-12 extending for the 
second quarter, permission to make adjustments in con- 
sumption of copper and copper base alloys. 

OPS issued Amend. 8 to GCPR, exempting floral products 
from the general price regulation. 

OPS issued Ceiling Price Regulations 14, 15, and 16, estab- 
lishing a price control system on food, both for retailers and 
wholesalers. 

OPS issued Amend. 2 to Dist. Reg. 1, 
Slaughterers. 

NPA issued NPA Order M-18 as Amended, further tighten- 
ing controls on the use of hog bristles and bristle products. 

NPA issued NPA Order M-51, prohibiting new designs in 
glass containers, to avoid Wasting the industrys’ production 
capacity and —— if necessary, the meat for estab- 
lishing simplified styles of glass containers. 

NPA issued NPA Order M-52, reducing the percentage of 
content of molybdenum which can be used in certain 
stainless steels. 

NPA issued NPA Order M-853, to further maintain produc- 
tion of cotton duck to meet essential needs, by requiring 
producers to accept defense rated (DO) orders up to 80 
percent by weight of their schedules production. 

NPA issued NPA Order M-23 as Amended, increasing the 
volume of rated orders producers of carded cotton sale yarn 
must accept. 

NPA issued NPA Order M-54, barring the purchase of 
platinum for speculative investment purposes, prohibits 
its delivery or acceptance for use in certain consumer 
items, largely jewelry, and limits the inventories of plati- 
num in the hands of processors or consumers. 

NPA issued Amend. 3 to NPA Order M-14, adding addi- 
tional items to the list of articles in which nickel may not 
be used after Apr. 15, 1951. 

NPA issued an Amendment to NPA Order M-7, which 
postpones for one month the effective date for the prohibi- 
tion on the use of aluminum in the manufacture of civilian 
products. 

NPA issued NPA Order M-55, authorizing producers of farm 
equipment to use DO orders to obtain materials needed for 
June 1951 production. 

NPA issued an Amendment to NPA Order M-7, exempting 
electric power utilities from its prov ision so far as the use of 
aluminum conductor and accessories is concerned, issuing 
a new order for this purpose. 

NPA issued NPA Order M-2 as Amended, further conserving 
rubber by (1) limiting original equipment for passenger cars 
to four tires, (2) requiring manufacturers to use rubber thus 
saved in the manufacture of truck and farm equipment tires 
and (3) by prohibiting the reduction by manufacturers of 
the amount of rubber used for that purpose. 

NPA issued NPA Order M-50, making aluminum available 
for maintenance and expansion of distribution and trans- 
mission lines by the electric power industry. 

NPA issued NPA Order M-8 as Amended, to permit trade 
~ channels to operate more smoothly for suppliers of tin and 
tin products. 


redefining Class 3 
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Date 


Department or agency 


Action 





Apr.'2, | 1951 


Apr. 3,1951 


Es 


Apr. 4,1951 


Apr. 5,1951 


Do 


Apr. ~ 6, 1951 


5 Seat NR 


Do... 


Do 


| 
} 


Commerce, NPA 


Price Stabilization 


Agriculture, Production 
and Marketing Adminis- 
tration. 

Price Stabilization 


as” OE Mai So, 5 AE BS 


Price Stabilization... 


iia Eels ntie atin cite 


Commerce, NPA-...._.-- 








NPA issued Schedule 1 to NPA Order M-45 providing for 
allocation of naphthalene acid on an end use basis at the 

poe f sows level. 

OPS issued Amend. 1 to CPR 9, extending the deadline for 
sellers in U. S. territories and possessions to report com- 
modity categories and price-list markup. 

OPS issued Amend. 3 to Dist. Reg. 1, which extends the dead- 
line for livestock slaughterers to obtain registration num- 
ay ee up quotas on cattle slaughter for the Apr. 

~ riod. 

NPA issued NPA Order M-12 as Amended, relaxing the 
restrictions on the use of copper parts for certain end- 
products. 

NPA issued NPA Del. 7 as Amended, adding to the list of 
field offices authorized to act on applications for commence- 
ment of commercial construction. 

NPA issued Supp. 1 to NPA Del. 1 as Amended, permitting 
the Secretary of Defense to reschedule delivery of mag- 
nesium for military aircraft production. 

NPA issued NPA Order M-24, as Amended, extending the 
permitted use of terneplate and restricting the use of tin 
plate monders. 

NPA issued NPA Order M-38 as Amended, to further con- 
serve the supplies of lead and to assure more equitable 
distribution of DO orders among producers. 

OPS issued Amend. 9 to GCPR, extending the exemption of 
American-Egyptian cotton grown outside the U. S. from 
the general freeze order. 

OPS issued Supp. Reg. 15 to GCPR, exempting fees and other 
charges by hospitals and educational institutions from pro- 
visions of GCPR; also charges for printing and binding 
done by outside printers for the GPO. 

OPS issued General Overriding Reg. 2, permitting the gov- 
ernment to continue to procure supplies from its regular 
long-term contract suppliers. 

NPA issued NPA Order M-47 as Amended, revising the 
usage of iron and steel in the manufacture of consumer 
durable goods, permitting flexibility of production among 
items within certain groups. 

OPS issued Amend. 2 to CPR-7, extending the coverage of 
CPR-7 to include additional items of consumer goods. 

OPS issued Supp. Reg. 16 to GCPR, providing for adjust- 
ments in ceiling prices of milk, cream and milk products in 
areas where resale prices are subject to the jurisdiction of 
state milk control groups. 

PMA issued Defense Food Order No. 1, restricting the usage 
and limiting the inventories of castor oil in order to insure 
military needs and essential civilian requirements. 

OPS issued Ceiling Price Reg. 17, placing most petroleum 
products at the wholesale level under a new especially de- 
signed price order. 

OPS issued Ceiling Price Reg. 18, establishing manufacturers’ 
ceiling prices for wool yarns and fabrics. : 
OPS issued Ceiling Price Reg. 19, establishing ceiling prices 
for sales and deliveries of tungsten concentrates. ; 
OPS issued Ceiling Price Reg. 20, establishing ceiling prices 

for futures trading on the wool exchange. 

NPA issued NPA Order M-1 as Amended, establishing pro- 
cedure for virtually complete control over the use of ferro- 
alloys in the production of alloy iron steel or nonferrous 
products. 

NPA issued NPA Order M-2 as Amended, providing that 
new passenger cars to meet military and other defense 
rated agencies may continue to come equipped with spare tires. 

NPA issued NPA Order M-3 as Amended, to assure more 
effective distribution of columbium and columbium- 
tantalum-bearing steels by requiring that DO orders for 
the aircraft program be approved by the Department of 
Defense. 

OPS issued Amend. 5, Supp. Reg. 1 to GCPR, extending the 
period of temporary exemption, pricing of commodities 
and services supplied for military use. : 

OPS issued Rev. 1, Supp. Reg. 2to GCPR, permitting retail 
coal dealers to adjust their ceiling prices on solid fuels to in- 
clude price advance and freight charges occurring since issu- 
ance of GCPR. 

NPA issued NPA Order M-25, as Amended, further limiting 
the use of tin cans for nonessential use. 
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Date 





Apr. 


Do 


7, 1951 


Do... 


Apr. 


Apr. 


Do. 


7, 1951 


9, 1951 


Apr. 10,1951 


Do 
Do. 
Do 


Do 


Apr. 11, 1951 


Do 
Do 


Apr. 


12, 1951 


Do.. 


Apr. 


Do 


Do. 


12 


Apr. 


Apr. 13 


Apr. 16, 


13, 1951 


, 1951 


, 1951 


1951 


Do... 


Do 





Production Act of 1950—Continued 





Department or agency 





Action 





Commerce, NPA- 


= 
Qa 
° 


Interior, Defense Minerals | 
Administration. 


Office of Defense Mobiliza- 


tion. 
Commerce 


Commerce, NPA__. 


do 


Price Stabilization 


do 


do 


do 


do 


do 


do.. 


Interior, Defense Minerals 
Administration, 
Defense Transport 


Interior, Defense Minerals 
Administration, 

Interior, Defense Electric 
Power Administration. 


Housing and Home Finance 
Agtney. 
do 
Agriculture, Production 


and Marketing Adminis- 
tion, 


Commerce, NPA..-....--- 


PRM a a 





| NPA issued Schedule 2 to NPA Order M-45, placing poly 


tetra-fluor echylene (‘‘Teflon’’) under complete allocation 
control. 


| NPA issued NPA Order M-7, as Amended, shifting control 


of aluminum closures from Order M-7 to Order M-26 and 
under M-26 establishes a quota system to govern packers’ 
use of aluminum closures. 

DMA issued MO-6, to provide for equitable distribution of 
tungsten ore and concentrate; prohibits deliveries not 
covered by allocation authorizations. Revokes M O-4. 

ODM issued DMO-8 designating the Secretary of State a 
member of the Defense Mobilization Board. 

Secretary of Commerce issued a revised List of Essential Ac- 
tivities for guidance of the Defense Department and Selec- 
tive Service. 

NPA issued NPA Order M-50, as Amended, making certain 
copper products available to the electric power industry for 
maintenance and expansion of power plants, distribution 
and transmission lines. 

NPA issued NPA Order M-12, as Amended, exempting elec- 
trie power utilities from its provisions so far as the use of 
copper products specified in M~-50 are concerned. 

OPS issued Supp. Reg. 18 to GCPR, permitting processors 
and millers to establish ceiling for flour and other grain 
products which reflect actual grain costs during the base 
period. 

OPS issued Rev. 1, CPR 2, to provide corrections in the 
original order. 

OPS issued Amend. 4 to CPR 6, permitting premium pay- 
ments for certain quality tallows. 

OPS issued Ceiling Price Reg. 21, establishing ceiling prices 
for coal sold as bunker fuel. 


| OPS issued Supp. Reg. 17 to GCPR, exempting all sales‘of 


timber (stumpage) from GCPR. 


| OPS issued Amend. 1 to CPR 17 adding natural gas, casing- 


head gas, and refinery gas to the list of those items covered 
this order, 


| OPS issued Gen. Overriding Reg. 3, exempting from price 


control certain rubber, chemical, and drug commodities. 

DMA issued MO-5, prescribing the regulations governing 
Government aid in defense exploration projects. 

DTA issued General Order DT A-2, as Amended, clarifying 
and extending the regulation and allocation of port terminal 
facilities for handling grain (see Item 161). 

DMA issued MO-3, regulating the delivery and acceptance 
of zine ore under toll agreements. 

DEPA issued DEPA Order EO-1 as Amended, revising the 
requirements on information to be filed by electric utilities 
as a basis for authorization for the purchase of certain 
citical materials for major plant additions. 

HHFA issued CR !, Amended, Residential Credit Controls, 
policy and procedure as applicable to specified critical 
defense areas. 

HHFA issued CR 2, Amended, Residential Credit Controls, 
regulation governing processing and approval of exceptions 
and terms withia specified critical defense areas. 

PMA issued Defense Food Order No. 2 to make available an 
adequate supply of processed foods for the requireménts of 
governmental agencies to meet military and essential civil- 
ian needs, 

PMA issued Sub Order 1 to DFO 2, designating the canned 
vegetable set-aside for the 1951 pack. 

NPA issued NPA Reg. 4, as Amended, removing certain 
scarce materials from list of products obtainable under 
MRO Program. 

NPA issued NPA Order M-56, to assure military needs and 
other defense requirements by reserving virtually the entire 
supply of goose and duck feathers and down, 

NPA issued NPA Order M-57, restricting the use of que- 
bracho by oil or gas-well drillers and permitting processors 
to use vegetable tanning material only in the processing of 
leather and the manufacture of pharmaceutical products. 

NPA issued NPA Order M-4, as Amended, prohibiting the 
beginning of any new swimming pool construction, also 
places tobacco auction warehouses on List B (NPA author- 
ization requi: ed). 

NPA issued NPA Reg. 3 as Amended, to further implement 
the United States-Canadian priorities system, permits 
Canadian companies to apply for MRO assistance, and 
designates Canadian ‘‘distributors and importers”’ as eli- 
gible for priority aid. 
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Production 


Act of 1950—Continued 





Date 


Department or agency 


Action 





Apr. 16,1951 


Apr, 17, 1951 


Apr. 18,1951 


Apr. 19,1951 


Apr. 20,1951 


Do.-. 


Do. 
ies. .5 


Apr. 22, 1951 


Apr. 24, 1951 








Price Stabilization 


Interior, Defense Minerals 
Administration, 


Commerce, NPA.-...----,-- 

Agriculture, PMA; Com- 
merce, NPA 

Commerce, NPA.._....-.-- 


Poet; © esaae 


Pree esc i : 


Price Stabilization ____ 


Interior, Defense Solid 
Fuels Administration. 


..| Price Stabilization ___..____- 
i 


Defense Transport Ad- 


ministration. 


Commerce, NPA- 


General Services Adminis- 
tration. 


President 


Commerce, NPA-.....--- : 


Commerce, NPA 


Economic Stabilization 


Price Stabilization 


OPS issued Amend, 1 to CPR 18, extending the closing date 
for computing ceiling prices under CPR 18. 

DMA issued MO-7 establishing a system of identification or 
serial numbers for use of mines, smelters, and mineral 
processing plants in obtaining priorities and allocations of 
scarce materials. 

OPS issued Supp. Reg. 19 to GCPR, providing for adjust- 
ments of ceiling prices in certain instances to the minimum 
prices established under State Fair Trade Acts. 

OPS issued General Overriding Reg. 4, exempting certain 
consumer soft goods from price control. 

OPS issued General Overriding Reg. 5, exempting certain 

* consumer durable goods from price control. 

OPS issued Amend. 1 to Supp. Reg. 14, GCPR, re sales by 
Commodity Credit Corporation. 

OPS issued Supp. Reg. 20 to GCPR, permitting sellers of 
milk, cream, and milk products for fluid consumption to 
increase their ceiling prices in certain cases. 

OPS issued Amend. 1 to Supp. Reg. 15, GCPR, exempting 
additional service fees and charges from GCPR 
NPA issued Schedule 3 to NPA Order M-45 pls acing sulfurio 
acid under allocation. 

PMA and NPA issued a Memorandum of Agreement defin- 
ing the respective allocation and priority responsibilities of 
Agriculture and Commerce in connection with foods which 
have industrial uses. . 

NPA issued Schedule 4 to NPA Order M-45 placing plastic 
type nylon (used mainly in brushes) under allocation. 

NPA issued NPA Order M-58, limiting inventories of binder 
and baler twines as a move to prevent hoarding by dis- 
tributors and users. 

NPA issued NPA Order M-7, as Amended, permitting 
limited use of aluminum during May and June in the 
manufacture of certain consumer items. 

President announced the establishment of a Science Advisory 
Committee in the Office of Defense Mobilization to advise 
in matters relating to scientific research and development, 
for defense. 

OPS issued Amend. 2 to CPR-5, to clarify and simplify cer- 
tain provisions of the order re iron and steel serap. 

DSFA issued Solid Fuels Order 1, establishing a system of 
classification of coal mines, coke plants, ete., to assist its 
program of priority and allocation assistance. 

OPS issued Getreral Overriding Reg. 6, exempting sales of 
merchandise bearing brand or insignia of specified non- 
profit organizations from ceiling price restrictions. 

DTA has been made claimant agency for critical materials 
and equipment required by domestic transport, storage, 
and port facilities in maintaining or expanding essential 
services and plants. 

NPA issued NPA Order M-36, as Amended, revising set- 
asides on paper required for filling essential Government 
Orders. 

GSA issued an Amendment to its rubber regulation which 
interprets and implements authority of GSA to control 
importation of crude natural rubber and natural rubber 
latex into the United States. 

President signed Executive Order 10233 amending EO 10161 
with respect to Wage Stabilization and settlement of labor 
disputes. 

NPA issued NPA Order M-25, as Amended, permitting the 
use of tin plate for certain type containers for whole, dried, 
or skimmed milk. 

NPA issued NPA Reg. 5, establishing an Appeals Board to 
hear appeals for adjustment under NPA orders and regu- 
lations. 

OPS issued Amend. 1 to CPR 13, extending date for filing 
price charts by retailers of petroleum products. 

OPS issued Supp. Reg. 2 to CPR 8, providing for validation 
of certain controls for future deliv: ery of American Upland 


Cotton. 1 

NPA issued NPA Order M-47, as Amended, exempting 
certain categories of consumer goods from the — 
restriction in use of iron and steel. 

ESA issued Wage Adjustment Order No. 1 relating to pay- 
ment of wages of nonoperating railroad employees. 

OPS issued Ceiling Price Reg. 22, Manufacturers General 
Ceiling Price Regulation providing ceiling prices for cer- 
tain manufactured products. 
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Date Department or agency Action 





Apr. 26,1951 | Price Stabilization OPS issued Supp. Reg. 21 to GOPR and Supp. Reg. 3 to 
CPR 7, establishing new pricing methods for wholesale- 
retail sales of home canning supplies. 

Commerce, NPA NPA issued NPA Order M-49, as Amended, establishing 
procedures for more complete reporting of inventories of 
columbium and tantalum, also increases permissible work 
ing inventories. 

NPA issued NPA Order M-19, as Amended, permitting use 
of cadmium in manufacture of certain items which have 
been added to the essential list. 

NPA issued NPA Del. 10 delegating to the Department of 
Agriculture authority to exercise certain allocation and 
vs functions over foods which have industrial uses. 

mplements and formalizes recent memorandum of agree- 
ment between the two agencies. 

Apr. 27,1951 |_....do. NPA issued NPA Schedule 1 to NPA Order M-51, estab- 

lishing simplified designs for 42 basic glass containers. 

peer OPS issued Amend. 3 to CPR 7 and Amend. 3 to Supp. Reg. 
1, CPR 7, providing more explicit provisions for chain- 
store organizations in determining uniform selling prices 
for all stores. 

OPS issued Amend. 1 to CPRs 14, 15, and 16, extending the 
effective date of these orders. 

OPS issued Amend. 4 to CPR 7, extending the effective date 
for filing of pricing charts by retailers. 

OPS issued General Overriding Reg. 7, exempting certain 
food and restaurant commodities and inedible products 
from ceiling price restrictions. 

OPS issued Amend. 5 to CPR 6, removing dead stock from 
price control. 

OPS issued Amend. 1 to CPR 4—Miscellaneous Amend- 
ments, re Pennsylvania anthracite coal (Retroactive to 
Feb. 1, 1951). 

OPS issued Amend. 1 to CPR 3—Miscellaneous Amend- 
ments re coal other than Pennsylvania Anthracite (Ret- 
roactive to Feb. 1, 1951). 

OPS issued Ceiling Price Regs. 23, 24, 25, and 26, simultane- 
ously establishing ceiling prices on live cattle, wholesale 
beef sales, retail beef sales, and Kosher beef sales. 

OPS issued Distribution Reg. 2 to establish a system of record 
keeping with respect to deliveries of meat by wholesalers, 
also provides for uniform grading of meat in conformity 
with the system of the U. S. Department of Agriculture. 

Interior, Defense, Solid | DSFA issued Solid Fuels Order 2, providing for issuance of 
Fuels Administration. directives for specific shipments of solid fuels. 

Price Stabilization > moe Amend, 4 to Dist. Reg. 1, quota percentages for 

ivestock. 

OPS issued General Overriding Reg. 9, exempting certain 
a materials and manufactured goods from price 
control. 

OPS issued Amend. 2 to CPR 1, extending for an indefinite 
period, the provisions of CPR 1 as they pertain to passenger 
automobiles. 

OPS issued Supp. Reg. 1 to CPR 22, granting special ex- 
gy to domestic users of imported pulpwood and wood- 
pulp. 

OPS eis Supp. Reg. 22 to GCPR, providing ceiling prices 
for certain machinery leased by American Can Co. and 
Continental Can Co., Inc. 

OPS issued Rev. 1 to Supp. Reg. 11, GCPR, clarifying the 
application of price increases granted manufacturers of soft 
surface floor coverings. 

OPS issued Supp. Reg. 23 to GCPR, authorizing an adjust- 
ment of ceiling rates of motor carriers subject to minimum 
rate orders of certain states. 

OPS issued Amend. 1 to GOR 6, exempting sales and dis- 
tribution of CARE relief packages from ceiling price 
regulations. 

OPS issued Interpretation 1 to CPR 22, regarding adjust- 
ments for transportation charges in delivered pricing. 

NPA issued NPA Order M-2 as Amended, permitting an 
increase in the production of certain rubber products for 
civilian use. 

NPA issued NPA Order M-50 as Amended, extending the 
—_ during which electric utilities may use material on 

nd without approval of DEPA. 

NPA issued Dir. 2 to NPA Reg. 4, enabling exporters to get 
replacement parts and accessories for machinery and equip- 
ment for shipment to foreign countries. (MRO Program.) 

NPA issued Dir. 1 to NPA Order M-25, further restricting 
packer’s consumption of cans made of tin plate or terne- 
plate. 
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Date 


Department or agency 


Action 





May 1,1951 





Commerce, NPA_........-- 


Housing and Home Finance 
Agency. 


Price Stabilization 


Commerce, NPA 


Price Stabilization 


Office of Defense Mobiliza- 
tion. 
Commerce, NPA 


Interior, Defense Electric 
Power Administration; 
Agriculture, Rural Elec- 
trification Administra- 
tion. 


Price Stabilization.__..__._- 





NPA issued NPA Order M-32 as Amended, adding carbon 
tetrachloride, methylene chloride, perchlor-ethylene, and 
freon to the basic order. 

NPA issued NPA Order M-59, restricting the use of steel 
strapping and limiting inventories in order to conserve 
—— for the defense program. 

issued NPA Order M-33 as Amended, reducing the 
lead time on applications for allocation of most forms of 
molybdenum. 

HHFA issued regulation CR 3, defining and listing critical 
defense housing areas and prescribes the rules under which 
exceptions may be applied for and granted. 

OPS issued Supp. Reg. 2to CPR 22, providing an alternative 
method for determining ceiling prices. 

OPS issued General Overriding Reg. 8, providing exemptions 
from price control for paper, paperboard, converted paper 
and paper products, allied products and services, new 
cotton, linen and underwear cuttings. 

OPS issued Ceiling Price Reg. 28, setting specific ceiling 
prices for new cotton, linen, and underwear cuttings except- 
ing imports. 

OPS issued Ceiling Price Reg. 27, authorizing a basis for the 
establishment of ceiling prices for the lake coal dock indus- 


try. 

OPS issued Amend, 1 to Supp. Reg. 4, GCPR, providing 
increase in ceilings for tidewater coal dock dealers based on 
increased transportation costs. 

NPA issued NPA Order M-7 as Amended, permitting the 
use of aluminum for certain types of prime aluminum win- 
dows and frames during May and June. 

OPS issued Amend. 1 to Supp. Reg. 12, GCPR, to include 
re domestic inland water carriers under the provisions 
0 12. 

OPS issued Ceiling Price Reg. 29, establishing specific ceiling 
prices for various types of nickel scrap. 

OPS issued Supp. Reg. 24 to GCPR, placing a ceiling price 
on Puerto Rican and Virgin Island black strap molasses. 
OPS issued Amend. 6 to CPR 6, establishing specific ceiling 
prices for raw and acidulated soapstocks derived from 

domestic vegetable oils. 

ODM issued DMO-9, creating a Labor-Management Man- 
power Policy Committee. 

NPA issued NPA Del, 11, authorizing the Defense Electric 
Power Administrator to redelegate to the Rural Electrifi- 
cation Administrator certain DEPA functions relating to 
priorities assistance for REA electric utility borrowers. 

NPA issued CMP (Controlled Materials Plan), Reg. 1, out- 
lining the basic procedures for operation of the Controlled 
Materials Plan. 

NPA issued CMP Reg. 3 establishing the relative preference 
status of delivery orders for controlled and other materials 
needed for production of essential goods. 

NPA issued the Official CMP Class B Product List for use in 
ge application forms under the Controlled Materials 


NPA issued NPA Order M-47 as Amended, reducing the 
amount of steel to be used in the manufacture of passenger 
automobiles and station wagons. 

DEPA issued DEPA Del. No. 2 to the Rural Electrification 
Administration utilizing the services of REA in distributing 
scarce materials to REA electrification borrowers. The 
Secretaries of the Interior and Agriculture also issued a 
Memorandum of Agreement outlining the basis for this 
delegation. 

OPS issued Amend. 1 to CPR 24 and Amend. 1 to DR 2, 
yroviding an extension of time for both regulations. 

8 issued Amend. 2 to Supp. Reg. 15, GCPR, exempting 
from price ceilings service fees charged by custom packers 
of exempt fruits and vegetables. 

OPS issued Amend. 1 to CPR 22, additional instructions for 
completing OPS Public Form No. 8. 

OPS issued Ceiling Price Reg. 31, providing price controls 
on imported goods other than strategic materials. 

OPS issued Celling Price Reg. 30, prov — ane controls for 
machinery and related manufactured good 

OPS issued Suppl. Reg. 25 toGCPR, perunitting adjustments 
in the matter of coupon exchange rates and other premium 


r 8. 

obs Sued Supp. Reg. 26 to GCPR, providing adjustment of 
ceilings for manufacturers or wholesalers w hose prices 
during the base period were subnormal. 
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May 


May 


De. scx 


May 
Do 


May 


Do 


Do 


4, 1951 | 


7, 1951 | 


9, 1951 | 


10, 1951 


Do.. 


May ll, 


Do 
Do 


Do 


Do 


Do 


Do 


Do 


BPess 


Do 


Do 


Do 


Do 


Do 


May 


May 


14, 1951 


11, 1951 


-| Price Stabilization 


i] 
' 
af do 


...| Commerce, 


1951. 


Production 


Act of 1950—Continued 





| Department or agency 





| Commerce, NPA 
| 
| 


J GIDUP 5 cus tees wt ake 


| Economie Stabilization. __- 


| 
| 
| 
| 
| 


|_____.do 


do.- 


| 


| Interior, Defense Minerals 
| Administration. 


NPA 


Interior, Defense 


Commerce, NPA___..-- 


MG eS 
a eeege 


General Services Adminis- 


tration, 


Price Stabilization 


..do 


Wess gcc fok Ste 


..do.. 


Interior, Petroleum.._- 
Price Stabilization _. 


MBN a5 isi 


Action 





NPA issued NPA Order M-4as Amended, further restricting 
construction by requiring authorization for construction of 
large apartment houses, luxury residences, and certain 
classes of industrial facilities, public and private construc- 
tion projects. 

OPS issued Ceiling Price Reg. 32, establishing specific prices 
for sales and deliveries of crude petroleum. 

| OPS issued Ceiling Price Reg. 33, setting dollars and cents 
ceiling prices on ferrotungsten, tungsten metal powder, and 
other tungsten products, both imported and domestic. 

Dept. of Labor issued a revised List of Critical Occupations 
for use with the revised list of essential activities released by 
the Secretary of Commerce. 





_| ESA announced the establishment of a Salary Stabilization 


| Board which places the stabilization program for executive 

|} pay outside the Wage Stabilization Board. 

| OPS issued Amend. 1 to CPR 11, miscellaneous amendments 

| re restaurants. 

| OPS issued C eiling Price Reg. 35, ceiling prices for wool and 

| woolen yarns and fabrics. 
OPS issued Rev. 1 to Supp. Reg. 9, 


GCPR, permitting 


} producer-exporters to fulfill contracts entered into prior to 


issuance of GCPR. 

OPS issued Rev. 1 to CPR 18, manufacturers’ prices for wool 

| yarns and fabrics. 

OPS issued Amend. 1 to CPR 31, giving importers the option 
of extending the effective date of CPR 31. 

DMA issued a Memorandum of Agreement between the 
Secretary of Commerce and the Secretary of the Interior, 
revesting in the Secretary of Commerce the authority 
delegated to the Secretary of the Interior by NPA Del. 5 
(See Item 12) and DPA Del. 1. 

NPA issued CMP Reg. 2, limiting the inventories of con 

| trolled materials. 

| NPA issued CMP Reg, 4, establishing rules for deliveries of 

| steel, copper, and aluminum by warehouses, jobbers, 

| dealers and retailers. 

| DMA issued MO-7 as amended, re serialization of mines, 
smelters and mineral processing plants. 

NPA issued an Amendment to NPA Order M-4, to assure 
the flow of materials for the building of plants necessary for 
defense mobilization. 

| NPA issued Order M-3 as Amended, to assure higher produc 
tion of steels containing columbium and tantalum. 

NPA issued NPA Order M-35 as Amended, to facilitate 
operation of its hide allocation control order. 

| NPA issued NPA Order M-55A, to assure continued produc- 
| tion ef essential farm equipment during July, August, and 
September. 

NPA issued Sched. 5 to NPA Order M-45, 

ethylene under allocation. 

| NPA issued Sched. 6 to NPA Order M-45, placing resorcinol, 
under allocation. 

| GSA issued a Tungsten Regulation: Domestic Tungsten 

Program, to interpret and implement the authority of the 

Administrator of GSA to purchase tungsten concentrates 

of domestic origin. 

OPS issued Amend. 2 to CPR 22 and Amend. 10 to GCPR,. 
parity adjustments for cooperatives, producer-processors. 
| OPS issued General Overriding Reg. 10, setting up adjust- 
ment procedures for manufacturers operating at an over-all 
| loss resulting from ceiling price limitations. 
| OPS issued Ceiling Price Reg. 36, establishing a basic stand- 
ard for the sale of used steel drums and the service of recon- 
ditioning. 
| OPS issued Ceiling Price Reg. 34, placing commercial and 
| personal services under specific regulations. 
| OPS issued Amend. 1 to CPR 25, Amend. 1 to CPR 26, 
| Amend. 2 to CPR 24, and Amend. 2 to Dist. Reg. 2, de- 
| signed to —— and make adjustments to the original regu- 
' 


placing poly- 


lations for the beef-control program. 
| OPS issued an Amend. 2 to CPR 14, CPR 15, and CPR 16 
governing the pricing of certain food items by retailers and 
wholesalers. 
PAD issued PAD Del. 2, delegating to the Administrator, 
| Defense Solid Fuels Administration, authority over the 
distribution of petroleum coke. 
| OPS issued Amend. 1 to GOR 8 and Supp. Reg. 3 to CPR 22, 
| pertaining to the exemption of certain printed products 
from price control. 
| OPS issued Ceiling Price Reg. 38, establishing ceiling prices 
| for pulpwood produced in Northeastern States. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BurEAU OF THE BupceET, 
Washington, D. C., May 28, 1951. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHarrMan: At the request of the Director of Defense Mobiliza- 
tion, I am submitting the following comments for your consideration in connec- 
tion with H. R. 3871, to amend the Defense Production Act of 1950, and for 
other purposes, which is currently before your committee. 

My comments are confined to the following provisions: 

1. Additional borrowing authority (see. 103 (c) and sec. 103 (d)). 

2. Establishment of corporations (sec. 103 (b) and sec. 103 (d)). 

3. Salary of one official at rate of pay of heads of executive departments 
(sec. 108 (a)). 

4. Obtaining additional information (sec. 108 (b)). 

5. Discontinuance of existing statistical work (sec. 108 (b)). 

6. Printing and distribution of reports (sec. 108 (e)). 


1, ADDITIONAL BORROWING AUTHORITY 
Subsection 108 (c) 

Subsection (c) of section 103 of the bill would provide for the borrowing, in 
addition to the $600,000,000 already authorized, of such further amounts as 
might be fixed from time to time in appropriation acts. 

The presently designated subsection (b) of section 304 of the Defense Produc- 
tion Act of 1950 authorizes any agency of the Government, with the approval of 
the President, to borrow from the Treasury such sums as may be necessary to 
carry out its functions with respect to expansion of productive capacity and 
supply under sections 302 and 303 of the act. Subsection 304 (b) further pro- 
vides that the total amount borrowed shall not exceed an aggregate of $600,000,000 
outstanding at any one time. 

The provision for further borrowing contemplates no limitation in the basic 
legislation on the amount which could be borrowed. However, the fact that any 
additional borrowing must be authorized in appropriation acts would insure con- 
trol of the use of the borrowing authority through the usual appropriation process, 
so that only such amounts could be borrowed from the Treasury as might be 
justified to the appropriations committees and specifically authorized by the 
Congress from time to time. 

The proposal that additional borrowing authority be provided without specific 
limitation in advance, but with the usual current control through the appropria- 
tion process, results from the following considerations: 

(a) It has been found impossible to make accurate estimates of the many re- 
quirements for expanding productive capacity and supply under sections 302 and 
303. The needs are constantly developing and changing as defense production 
progresses, and to establish a definite ceiling in advance may impede quick action 
where it is necessary and appropriate. 

(b) Many of the programs conducted under sections 302 and 303 result in con- 
tingent liabilities which may never be realized. For example, where the Govern- 
ment enters into firm commitments to purchase large amounts of a particular 
material it is necessary that agencies be authorized to draw upon funds in an 
amount sufficient to cover the full liability involved in such commitments. If, 
however, the proceeds from sales equal or exceed the commitments, it may 
develop that only a small amount of the authorization will actually be borrowed 
from the Treasury. Since the net position of the borrowing agencies is constantly 
changing, advance estimates are difficult to compile. 

(c) The use of borrowing authority within limitations fixed in basic legislation 
has generally been considered to be more suitable in the early stages of adminis- 
tering new legislation, since it provides a vehicle for immediate operation which is 
quicker than the normal appropriation process. However, the presentation of 
specific programs to the appropriations committees, as needs develop, is considered 
a more appropriate method of financing a program which is well under way. 


Subsection 103 (d) 

Subsection (d) of section 103 of the bill would strike the presently designated 
subsection (c) as unnecessary. The presently designated subsection (c) of sec- 
tion 304 of the Defense Production Act of 1950 authorized, in addition to the 
sums authorized to be borrowed under subsection (b)y an appropriation not in 
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excess Of $1,400,000,000 for the purposes of expanding productive capacity and 
supply under sections 302 and 303. 

It is contemplated that all requirements under sections 302 and 303 would be 
met from the borrowing authority discussed above. The borrowing authority is 
considered more desirable than direct cash appropriations for the following 
reasons: 

(a) Amounts authorized to be borrowed under the act are placed in a revolving 
fund which is credited with receipts from transactions entered into under sections 
302 and 303 of the act, and which is charged with all administrative expenses 
(including interest on amounts borrowed) in connection with such transactions. 
This is a business-type Operation which is far more suitable for the commercial 
transactions involved in the administration of sections 302 and 303 than cash 
appropriations which are customarily used for the normal type of Government 
operation, 

(6) The programs which have been started under sections 302 and 303 of the 
act have been financed from the borrowing authority provided in the existing 
law. To combine direct cash appropriations with this borrowing authority 
would result in certain administrative and accounting difficulties which can be 
avoided if the entire program is financed by a single method. 

In this connection, it should be noted that there is now pending before the 
Congress the third supplemental appropriation bill (H. R. 3587) which would 
increase by $1,000,000,000 the borrowing authority authorized in the existing 
legislation. The additional borrowing authority was requested, in lieu of a 
portion of the direct appropriation authorized in the existing law, for the reasons 
mentioned above. Since this proposal has been accepted by both the House 
and the Senate it is consistent with action already taken by the Congress. 


2. ESTABLISHMENT OF CORPORATIONS 


Subsections (b) and (d) of section 103 of the bill would amend section 304 (a) 
of the Defense Production Act, so as to authorize the establishment of corpora- 
tions for the purpose of sections 302 and 303 of the act. 

Any corporation established pursuant to the authority contained in the pro- 
posed amendment would— 

(a) Be subject to the Corporation Control Act of 1945 rather than the 
Budget and Accounting Act. It would submit a business-type budget 
annually to the President and to the Congress, maintain its accounts on a 
commercial basis, and be audited annually by the General Accounting Office 
in accordance with principles and procedures applicable to commercial enter- 
prises. Agencies are generally not subject to a commercial audit by the 
General Accounting Office. 

(b) Be subject to suit and could sue. Government agencies are ordinarily 
not subject to suit without the Government’s consent. It is believed that 
the usual Government immunity should be waived when the Government 
engages in commercial transactions. Otherwise private firms would be at 
a considerable disadvantage in doing business with the Government. A 
corporation could also settle claims more expeditiously than a regular agency 
whose accounts must be “settled’’ in the General Accounting Office. 

While the present act authorizes, for the purposes of sections 302 and 303 of 
the act, the utilization of existing departments and agencies including corpora- 
tions, the act excludes corporations from the ‘‘new agencies’? which may be 
created to carry out the act. 

The act, however, authorizes the Government to undertake certain programs 
which are essentially of a business nature such, for example, as the making of 
loans, the buying and selling of commodities, and the operation of defense plants. 

It appears pertinent to note that during World War II it was necessary in 
the interests of efficient and economical conduct of a number of phases of the 
war effort to use the corporate type of agency for such purposes. Some examples 
are the Defense Supplies Corporation. the Defense Plants Corporation, the War 
Damage Corporation, the Rubber Development Corporation, and the U. S&S. 
Commercial Company. 

Within recent years it has been increasingly recognized that procedures and 
controls which generally apply to Government-type programs cannot satisfac- 
torily be employed in the case of programs of a business nature. This is reflected 
by the enactment in 1945 of the Government Corporation Control Act which 
provides for different types of controls, notably the business-type budget and 
commercial-type audit, specially designed to meet the needs of programs of a 
business character. Thi# fact was also recognized by the Commission on Organ- 
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ization of the Executive Branch of the Government when it recommended in its 
report on Federal Business Enterprises (p. 14) that ‘‘straight-line business activ- 
ities be incorporated so as to secure greater flexibility in management and simpler 
accounting, budgeting, and audit methods.”’ 

Accordingly the removal of the present exclusion of corporations from the 
agencies which can be created for carrying out sections 302 and 303, would permit 
the application of the more appropriate type of organization and controls to those 
business-type activities. 


3. SALARY OF ONE OFFICIAL AT RATE OF PAY OF HEADS OF EXECUTIVE DEPARTMENTS 


Subsection (a) of section 703 of the Defense Production Act of 1950 authorizes 
the President to appoint heads and assistant heads of new agencies created under 
the act and to fix their compensation at rates comparable to the compensation 
paid to the heads and assistant heads of independent agencies of the Government. 

Subsection (a) of section 108 of H. R. 3871 would retain this provision but would 
amend it to permit the head of one such agency to be paid at a rate comparable 
to the compensation paid to the heads of executive departments of the Govern- 
ment. The purpose of this amendment is to permit the President to continue 
the compensation of the Director of Defense Mobilization at the presently estab- 
lished rate of $22,550, which is the rate fixed by the act of October 15, 1949, for 
the heads of the executive departments. 

The $22,500 rate presently is being paid to the Director under the provisions of 
the appropriation made to the President for emergencies (national defense), and its 
inclusion in the basic law is necessary in order to continue the Director at his 
present rate of compensation if and when the Office of Defense Mobilization is 
financed from direct appropriations rather than from emergency funds available 
to the President. 

It should be noted that the Director of Defense Mobilization acts on behalf of 
the President to direct, control, and coordinate all mobilization activities of the 
executive branch of the Government, including those performed by the various 
executive departments, and that all agencies and departments are required to 
execute such directives as he may issue to carry out programs developed, policies 
established, and decisions made by him. Like the heads of executive depart- 
ments, the Director is required to be appointed by the President and confirmed by 
the Senate. 

In view of the nature of his duties and responsibilities, and of his relationship 
to the heads of executive departments, it seems obvious that the rate of compensa- 
tion for the position of Director of Defense Mobilization should not be lower than 
the rate established for the heads of executive departments. 


4. OBTAINING ADDITIONAL INFORMATION 


The proposed new section 705 (d), contained in section 108 (b) of the bill, would 
help to assure that the President will have adequate information for determining 
the need for any additional legislation or administrative measure for the national 
defense. Having adequate information upon which to base decisions of such 
far-reaching import is, of course, of the greatest importance. The existing section 
705 of the Defense Production Act gives to the President authority to obtain, with 
penalties for willful failure to comply, “such information from * * * any 
person as may be necessary or appropriate, in his discretion, to the enforcement 
or the administration of this Act * * *.” The language of the comparable 
authority in effect during World War II, contained in the Second War Powers 
Act, section 1401, related to any information needed ‘‘in connection with the 
conduct of the war.” The act, if amended as contemplated by the bill under 
consideration, although it would not be as broad as the World War II language, 
would assure that the defense program is not handicapped because of inadequate 
authority to obtain data essential to the direction of the program. 

Any surveys made under the new section 705 (d) would be subject to approval 
of the Bureau of the Budget under the Federal Reports Act of 1942, which would 
ensure that any agency exercising the authority of section 705 (d) would do it 
sparingly, and, wherever feasible, with selected-coverage methods, in contrast to 
the method of getting data from all firms or persons in a given group. 


5. DISCONTINUANCE OF EXISTING STATISTICAL WORK 


The proposed new section 705 (e), contained in section 108 (b) of the bill, 
would make clear that the President may, in the interest of national defense, 
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dispense with any of the usual statistical work carried on by the Government. 
Economic controls necessarily involve demands from the Government upon the 
public for information to guide the use of those controls. It is important that 
these new needs for information, together with present needs, should impose the 
least possible burden upon the funds, the skilled employees and the facilities of 
both the reporting public and the Government. This proposed provision is 
intended to assist in furthering this aim. 

Much of the statistical work of the Government is expressly required by law. 
Under the Federal Reports Act of 1942, the Budget and Accounting Procedures 
Act of 1950, and the Budget and Accounting Act, 1921, the Budget Director 
already has ample authority to suspend statistical work which is merely authorized 
by law. However, in the instances that a statute directs that a specific statistical 
job be done, it is desirabie that the President have authority to set aside any such 
requirement. The new section 705 (e) would assure that such a suspension could 
be made in any instance where the President deems this to be in the interest of the 
national defense. 

Under the authority of a similar provision in section 1401 of the Second War 
Powers Act, the President dispensed entirely with the censuses of manufactures 
which prewar legislation had directed to be taken in 1942 and 1944 (i. e., every 
second vear). That action under section 1401 gave substantial relief to manufae- 
turers who were of course during that period supplying data for use in connection 
with such defense measures as the priorities system. 














































6. PRINTING AND DISTRIBUTION OF REPORTS 


Subsection (e) of section 108 of the bill would add to section 710 of the Defense 
Production Act of 1950 a new subsection (f). The new subsection would authorize 
the President to provide for the printing and distribution of reports, in such num- 
ber and in such manner as he deemed appropriate, concerning the actions taken 
to carry out the objectives of the act. 

The new subsection would specifically authorize the printing and distribution 
of reports which would keep the public informed with respect to progress under 
the act. It is contemplated that the reports will be issued quarterly and that 
between fifty and seventy-five thousand copies, of each quarterly report will be 
issued to various informational media, trade associations, business executives, 
mayors, governors, educators, and others whose normal activities provide a 
means for disseminating information to the public. 

Under present law (sec. 89 of the act of January 12, 1895, 28 Stat. 622, as 
amended, 44 U.S. C. 213), not to exceed 5,000 copies of the annual report of the 
head of an executive department may be printed in any one fiscal year. While it 
is not clear that this restriction would apply to reports issued by the Office of 
Defense Mobilization, it is considered desirable that any doubt in that regard be 
resolved by the provision of specific authority for the President to take the 
necessary action to furnish to the public the information to which it is entitled, 
and which will materially aid them in carrying on their part of the defense effort. 

Sincerely yours, 
F. J. Lawton, Director. 


JUNE 4, 1951. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This letter is transmitted to you at the request of 
the Office of Defense Mobilization, which states that your committee desires 
further explanation of the provisions mentioned below of the bill, H. R. 3871, to 
amend the Defense Production Act of 1950. A similar letter is being forwarded 
to the chairman of the Senate Committee on Banking and Currency in connection 
with the bill, S. 1397. 

Provision is made in section 102 of the bill for the addition of a new section 
to be known as section 202 under title II of the act authorizing the acquisition, 
by condemnation, of “any real property, including facilities, temporary use 
thereof, or other interest therein, together with any personal property located 
thereon or used therewith’? deemed necessary by the President for national 
defense. Section 201 grants authority to requisition property, real or personal. 
While it is believed that section 201 is broad enough in its terms to authorize 
acquisition of real property by condemnation as well as by requisition, it is 
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-deemed desirable for the purpose of clarification in order to avoid unnecessary 
litigation that the power of condemnation be specifically set forth and that this 
power together with the power to acquire by purchase, donation, or other means 
of transfer be given to the same extent as was provided in World War II legisla- 
tion. (See 56 Stat. 177.) 

Condemnation proceedings clearly constitute the most expeditious method of 
obtaining real property and at the same time provide the fairest procedure both 
for the Government and the landowner. In the case of requisitioning, it is neces- 
sary under the terms of the act to determine the fair and reasonable value of the 
property and to pay to the owner at least 75 percent of that amount. In order 
to do this careful appraisal must be made and it must also be determined accur- 
ately who is entitled to be paid. All of this will require time. In the event the 
owner refuses to accept the amount determined to be just compensation and is 
therefore paid only 75 percent of that amount, he is then permitted a period of 
3 years within which to bring suit for the additional sum which he claims as 
necessary to make up just compensation. Thus, years may be taken before the 
acquisition and payment in full have been completed. On the other hand, in the 
case of condemnation proceedings, suit may be filed without any appraisal and 
without a definitive determination of title. If the Declaration of Taking Act 
(40 U. 8S. C. 258a) is used, estimated compensation (the determination of which 
does not necessarily require a final appraisal of value) is deposited in the registry 
of the court but neither the Government nor the landowner is bound by this 
determination. However, in the condemnation proceeding in which the declara- 
tion of taking is filed, the just compensation provided for by the fifth amendment 
to the Constitution is determined and a complete adjudication of the title and the 
various interests in the property is made so that when judgment is entered the 
whole matter will have been disposed of and all parties entitled will have been 
fully paid. 

It is important to emphasize in this connection the advantage which will result 
from the suggested amendment so far as taking possession of the property is 
concerned. It is of course of paramount importance in an emergency that the 
defense authorities go into possession and proceed with the project as rapidly as 
possible. The proposed amendment accordingly provides that ‘‘Upon or after the 
filing of the condemnation petition, immediate possession may be taken and the 
property occupied, used, and improved for the purpose of this Act, notwithstand- 
ing any other law.” 

Section 104 (e) of the bill amends subsection 405 (a) of the act by adding 
thereto a provision which will permit the disallowance for income-tax and similar 
purposes of payments by any person in violation of any regulation, order, or 
requirement made under title IV of the act (which relates to price and wage 
stabilization). The added language is patterned after existing language in sub- 
section 405 (b) of the present act. The last-mentioned subsection, which in turn 
was patterned after the language of the Stabilization Act of October 2, 1942, 
authorizes the disallowance for income-tax and similar purposes of payments 
made in violation of regulations or orders issued for the purpose of stabilizing 
wages and salaries, but no similar authority presently is applicable to payments 
made in violation of price stabilization regulations or orders issued to stabilize 
prices. As a consequence, extra costs of doing business in violation of stabiliza- 
tion regulations, except in the case of overpayment of wages or salaries, often may 
in large part be charged to the Government through deductions for income-tax 
purposes, notwithstanding that these costs constitute illegal expenditures on the 
black market. The instant amendment would place payments illegal under 
price-stabilization regulations on the same basis with respect to their disallowance 
for tax purposes as presently are payments illegal under wage- and salary-stabili- 
zation regulations. 

The subsection 409 (d) of the act which would be added by subsection 104 (h) 
of the bill would permit the disallowance for income-tax and similar purposes of 
all sums paid as fines, civil penalties, or by way of restitution, in connection with 
the violation of price ceilings, as an existing provision in subsection 405 (b) of 
the act permits the disallowance of payments in violation of regulations issued to 
stabilize wages and salaries, and as subsection 104 (e) of the bill would permit the 
disallowance of payments in violation of regulations issued to stabilize prices. 
The addition of the proposed subsection 409 (d) would eliminate a state of 
uncertainty which arose out of previous price-control legislation, and which has 
not been eliminated by litigation, as to when payments which are in the nature of 
penalties may be disallowed for tax purposes as a cost of doing business. This 
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amendment also will eliminate situations which have arisen in the past, in which 
the Government has been required to offset, through the acceptance of reduced 
taxes, a part of such payments made to it or to third parties by violators of price- 
control regulations. 

This Department will be pleased to furnish you any additional information 
which you may desire concerning the mentioned sections of the bill H. R. 3871. 


Yours sincerely, 
(Signed) P. Ford, 
(Typed) Pryron Forp, 
Deputy Attorney General. 


(Whereupon, at 3:20 p. m., the committee adjourned, to reconvene 
at 10 a. m., Monday, May 21, 1951.) 


x 








